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Parliament Buildings, 
Toronto, Ontario, 
ADTIil 27tis, 1938 


MORNING SESSION, 


The Commission resumed at 10.30 A.M. 

THE CHAIRMAN: Mr. Leonard, 

MR. LEONARD: Mr. Chief Commissioner and members of 
the Commission; Before proceeding on page 57 where we 
Were Of, tec. tent, - should just like to refer to the 
question directed to me yesterday by Professor Angus with 
respect to the interest rates of Dominion Canada bonds 
en page 10. 1 expressed the view yesterday that that was 
a true rate of interest and I have checked it since and 
that is the case. It is the total amount of interest 
expressed as a percentage of the total amount of intcrest 
bearing debt in the case of those figures. 

Page 57, I think we were at the last paragraph on 
that page; 

"Lt would be our cxpoctation that under a 
proper functioning of a Commission such as we sugg- 
est in Canada, which we might call an Advisory 
Commission as a matter of convenient torminologye..." 

Perhaps morc sroverly.an Advisory Commission on Special 

Grants, but that is the phrase that is used hers, 

",..e-the result would be that those provinces that 
now need assistance would reach @ point where it 
was no longer required. if it should develop that 
one or more provinces appeared to be in a fairly 
permanent condition of inequitable inferiority, then 
some other form of assistanco might be required, 
directed toward improving its agriculture or other 
industries. This would be a matter for the federal 
government, but the investigations of the Advisory 
Commission would form a sound basis upon which to 
actermine the nature of any federal policies in 


that directione 
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From our knowlcdge of Canada we incline to 
the opinion that on a long term basis all our 
Pprovinicos ware sulfliciently rich) in their own 
resources to maintain their necessiry services and 
a constantly improving standard of living if given 
sound administration, particularly in financial 
mattcrs, by their governmonts. Emergencies or 
temporary dislocation may have to be met, but we are 
fortunate in this country in having nine provinces, 
each with its own natural advantages and attractions 
and potcntialitics. 

in Canada the greatest danger through the 
operations of such an Advisory Commission lies not 
sO much in the present provincial problems that it 
might be called up to dcal with, but in the possibility 
that cortain provinces not now requiring assistance 
might be cnecuragcod to ombark on expenditures in the 
expoctation that if they in turn bcocame embarrassed, 
the Commission would bo ealled into action to help 
thom out. To a cortain extcnt this can be guarded 
against by the controls and conditions which would 
be imposed by a Commission, and it indicates the 
necad for such safcguards in dcaling with present 
Conditions. in eany event, the same danger 1s 
inherent in our present system, and if a grant 
recommendcd by a Commission penalizes bad financo, 
it may bo reasonable to hope that provinces not 
now in necd will maintain their own financial 
integrity. 

There is one aspect of our Canadian situation 
that @iffors matcrially from Australia. The 
Commonwealth has assumed the obligations of the state 
debts and a Loan Council is operating in control 


of present and future stato and Commonwealth borrowings o 
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On that account, thcerc is a spocial reason for 
the Commonwoalth's intorcst in the financial 
position of tho states, FPurthormore, the Loan 
Council acts as a provontative against states not 
now in difficultics assuming undertakings that 
night oventually ombarrass thom financially. 

It docs not soem feasible to adopt the exact 
Australian plan of Loan Gouncil for Canada for 
reasons which we nood not enumoratc. We do suggest 
howover, that the intcr-relationship of Dominion 


cS) 
i 


and provincial crodit calls for some cooporation in 


dealing with future borrowings. 

A provinee may be able to mcet its current 
requirements, with or without foderal assistance, but 
be unable to finance a maturing capital dobt or 
necessary capital expenditures. Cbyiously this is 
mov. a ease: Zor an outright eran’ by the Dominion, but 
it might call for the assistance of Dominion credit 
by way of loan or guarantce. Such instances have 
happened in the past. 

Whother by ioan or by guarantee, such assistance 
should be coupled with adequats control over budgets 
and borrowings. So long as an Advisory Commission 
is operating it should be able to deal with applic- 
ations for capitnl assistance and to make recommend- 
ations to the fcdéral goverments as to the character 
of that assistance and the controls. There would 
seem to be no necessity for a Loan Council in such 
CASCS. 

In Australia the Loan Council was designed to 
accomplish two other purposes, the first being the 
orderly marketing of bonds, and the sewmnd being the 


reduction in the cost of borrowing through the joint 
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control and security. Somowhat differcnt conditions 


apply in Canada." 


THE CHAIRMAN: Mr. ..iconard, beforc passing fron that, 


assulic 


% province desires a loan for capital expenditure 


but docs not focl it needs any federal assistance and it 


ean go 


into the market and borrow, but at a higher rate of 


interest tha* the Dominion or somc other provinces could 


SCCULre » 


is it? 


That situation is not covered by your proposal, 


MR, LEONARD; Lt think wo deal with that on the next 


page , 


Mr. Chiet Justice, 


THE CHATRMAN: Then, we will come to it. 


MR. LHONARD; Roading again in tho last paragraph 


on page 59: 


VExcopt in war-time ordorly markcting has not 
constituted a real probiom: and somo provinces have 
becn ablo to borrow on a cost basis very close to 
Ghat of tho Dominion. On tho other hand, some 
provinces would have been saved a considerablic sum 
of money on borrowings on a legitimate basis had they 
been able to have tho support of fedcral credit. In 
the intorests of our national oconony, it scoms 
dcsiraplo to effoct that saving if it can’ be done on 
a sound basis. 

The answer seoms to lic in individual treatment 

ather thin in a comprehensive Loan Council on the 
Australian plain applicable to all governmonts. It 
would eppear furthor that it wouid be carrying the 
principle of the Advisory Commission too far to have 
it donrl with eases of provinees nocding no actual 
assistanco but merely acsiring the benefit of a 
lowor interest rate through a foderal guarantee. 


No constitutional amendment is required to 
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onable the Dominion Government to mako direct 
grants to 4 province upon the recommendation of a 
Commission as outlined in the ecarlicr part of this 
submission. An amendment would be required, however, 
to give any effective control over the budget or 
current or capital borrowings of a province that 
would be required to protect a loan or guarantoe by 
the Dominion. It is true that there are now existing 
Such loan or guarantces, but they: have.not:the 
security that should be attached to them if we are to 
contemplated thoir continued existence as a part of 
Parsee ieerorinoial finance. 
Therefore, we recommend an amendment to the 
British North America Act somewhat analogous to 
Section 105A of the Australian Constitution as enacted 
in 1928, to the effect that the federal government 
may make an agreement or agrooments with a province 
or provinces, and that such agreement may contain 
terms for the protection and security of the Dominion, 
and that it shall be valid and binding upon the 
parties. thereto and subject to variation only upon 
their consent." 
That suggests that agreement might cover the case of 
@ loan for a new gapital borrowing where a Dominion guarantce 
is desired in order to get a lower interest rate. 
THE CHAIRMAN: We have to look at it from various 
angles. Assume the Dominion is not prepared to pledge 
its guarantee for the provincial credit, but is prepared 
to assist so far as it can in aiding the province to secure 
the best financial arrangements possible. It has been 
suggested to us the possible benefit of a Loan Council would 
be that borrowers would know that the public debt would not 


be so increased as to imperil their security and therefore 
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the province might be sble to sccure bettcr terms than it 
otherwise could. Hs your association considerca that 
aspect of the matter? 

MR. LEONARD: Well, the last paragraph, probably I 
will read that too, 

" As long 1s such agreements were made on an 
individual basis 1s between one provinee and tho 
Dominion, there would be no Loan Council as in 
Australia. The amendment should be broad enough, 
however, to provide for the possible development 
that an agrecment might be reached between the 
Dominion and all provinces for cooperative action 
in government financing." 

THE CHAIRMAN: You remember during the war, in order 
to protect the credit, the borrowing power of Canad2, no 
loans could be made without the approval of the Dominion 
Governnent or the Minister of Finance. 

MR. LEONARD: Yos, Mr. Chicf Justicc. 

THE CHAIRMAN: And I think it was in the brief of the 
Edmonton Chamber of Commerce that they stressed very strongly 
the importance of a Loan Council, and in some of the 
Maritime briefs the Loan Council was also stressed. But, 
this represents the idea of your association on it anyway? 

MR. LEONARD: Yes. And I might say there is no 
suggestion of having found the perfect solution by any means, 
We recognize that if there wis an easy solution it would have 
becon found before this and that any suggestion carrics with 
it difficultics and natural objections. It did secm to us 
in putting forward this suggestion that there might be 
practical difficultics in tho way of putting into offoct an 
immediate and complete control by the Dominion over borrowings 
of the provinces. 


THE CHAIRMAN: Of coursc, thero would be. That would 
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not be possiblie at present. 


. 


MR. LHONARD: And that thorefore in the first place, 


f 


with the operation of a Commission designed by annual 
grants to bring budgets into balance, togethor with sone 
control and supervision over finances dirested towards 
improving the financiai position, it might conecoivably 

be that the credit of the provinces on their own would 
dispense with some of the necessity of Loans or guarantees 
rou the Dormgnion, but: that in. any. event if that were 
required; thon, through the first-step or through. the 
constitutional amendment, it would enable such Loans and 
guarantees to be made whether on an individual basis or 
with the possibility thet it might develop into a conplete 
Joint action by all provinces. We would have the machinery 
capable of evolution without taking an irretrievable step 


Which might have roporcussions whieh you could not aalculate 


: 


at the present time, 

COMMISSIONER DAPOS: I suppose you gave some thought 
t the poesiblo political stresses that would arise in 
individual dealings between the Dominion and particular 
provinees. You would have two kinds of provinces developed: 
those over whose budgets the Dominion would exercise a 


measure of control and those that would be free of that 
controle Do you not think that it would create a good 
many occasions when there would be © olitical friction and 
an attempt to exp’.oit grievances, real or imaginarys 
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in almost every suggestion. Thcoy have deen very much to 
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the foreground in the past and undoubtodly we cannot 
disregard the possibility in the future. The suggestion of 


this Commission carrics with it the thought 


that by boing 
of a judicial charactor md of a continuing nature it might 
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rate to a greatcr degrce than in the past or probably undor 
any conecivablce scot up which we can imagine. . 

COMMISSIONER DAFOE: In thc discussions of the last 
three or four years it has been evident the provinces 
that felt they had a claim upon the Dominion for loans to 
enable them to mect maturitics regarded that as something 
which was due them without any corresponding controls of 
any kind, 

MR, LEONARD: i think that is quite true, Mre Dafoe, 
but it dosés seem to be a sound principle that for one 
body to tax, to give money to another body to spend or to 
loan money without any security is bad. And it is an 
endeavour to reconcile that principle with the need, the 
undoubted need, for assistance in certain cases» 

COMMISSIONER DAS"0OE: Take the case of a province 
which has more or less said in the past and might say’ in 
the future, “We want a loan to mcet a maturity and we do 
HOG Submit to control, and if you do not give Ys the loan 
to mect the meturity we will default, thereby affecting 
the credit of all Canada." What would you say to the 
complication in that case? Would a default be preferable 
Lo phe other course ¢ 

MR, LEONARD: I do not know that one can answer that 
categorically yes or no. One has to take into account the 
considerations in the individual case. After all, that is 
what happened when Alberta defaulted and it was thought 
that the only thing that could be done was to let then 
default, On the other hand other provinces have accepted 
loans with reasonable tems. I was prone to use the phrase 
that this Commission night be merely another example of a 
system of checks and balances under a federal systen, but 
my friend, Mr. Sheard, added that it might be inferred that 
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the provinces~ debit balances. But, broadly, the idoa is 
to haye some further check in the system as contrasted with 
our present systen, 

COMMISSIONER ANGUS; Has not an agrecoment under 
section 1OSA of the Australian Constitution become almost 
a method of constitutional amendment and is itself harder 
ZO change than the constitution, az it is multi-Loteral? 

MR, LEONARD; I have not quite considered that. That is an 
implication within the agreement, thet changes might be 
made within the agreement, or which result in certain 
ehanges in the financial arrangements between the states and 
the Commonwealth, It might be put in another way, that it 
te merely an ecdadition of a balancing provision to the rigid 
provision that is oinerwise set out in the constitution, 
PouprovLies TOr a certain degree of flexibility but Z think 
it must construe the flexibility within the rigidity that 
otherwise takes place. 

COMMISSIONER ANGUSs Is not this sort of fiexible 
agreement casy to make but hard to change? i mean, you 
can change the Australian Constitution, one of the states 
dissenting, but you cannot change a multi-lateral agreement 
without the consent of every party to it. 

NM. LEONARD: Yes, that is true. 

COMMISSIONER MACKAY: Have you given any consideration, 
Mr. Leonard, to an advisory or loan council with purely 
advisory powers? 

MR. LEONARD: <= do not think that we had considered 
ib just from that standpoint, It might be helpful. Actually 
of course it comces down to a question of whether or not 
the provinecs would agree to the terms. in a sonse this 
Advisory Commission of course is purely advisory. A Loan 


Council such as ig suggested here would be dependent upon 


the provinces agreeing to the terms and if they agreed 
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naturally there is no objection +a them being bound then by 
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their agreencnt. 

COMMISSIONER MACKAY: Have you any opinion on the 
valuc of a loan council which has simply the power to give 
its opinion upon any particular loan the province night 
happen to wani, the tems of the contract for the purpose 
of the ioan, but which had nothing to do with bringing 
down the interest rates of ths province? Would the peo 
cos usc it? 

MRe LEONARD: i think that is rather beyond my province 
to answer because it really does depend upon whether they 
would or would not agree with the advice of the advisory 
loan council and that depends upon the powers that be, who 
are 10 charge oF their individual province, 

COMMISSIONER ANGUS; My impression is that in 
Australia the influence of the Loan Council was greatly 
extended by the astion of the banks, that the powers of the 
council did not extend beyond Gay to day borrowing or the 
borrowing to cover a deficit, but that the banks. refused 
to make such loans without colatcral security of a type 
that wouled have to be authorized by the council. 

MR. LHONARD: That is what forced the financial plan 
in 1931, the fact that the Commonwealth Bank took that 
attitude. 

COMMISSIONER ANGUS; Do you think the powers of an 
Advisory Council might, in fact, be increased in Canada, for 
instances, by somewhat similar action? That is to say, loans 
that had not reccived its advice or its sanction might be 
hard to places 

MR. LEONARD: Of course, the compulsory feature of the 
Loan Council was in effect before the banks took that 
attitude, It went into effect in 1928, and prior to that 
time the Loan Council had been an Advisory Councii., And 
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better. i had assumed that probab 


result ultimately in a compulsory 


ly the fact that 


Loan COUNCILS 4 


vO answer that question 


LLG 


definite 


rigid loan council, indicated that the Advisory Loan 


Council had not operated to full perfection, Although, 


Bs 


that again is subject to the fast 


that it only becane a 


rigid Loan council when the Commonwealth took over the 


Sstates- affairs and naturally, in assuming that obligation 


Advisory Loan Council in Austrailia 
t 


ive; Was, 2 think, primarily Yor 
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rderly marketing. or so that they 


market at the same tvinic, As to wh 


endeavoured to suggest that states 


certain purposes or should not borrow beyond certain amounts, 


vO have a more definite control: 


The 


the purpose of 


wouid not be put on the 


VANE uP yeeo oe ry ee ke, 
ether or not it 


should not borrow for 


Ll an not very derinits. but I do not think it ente 


we did during the war, when a certain amcunt of or 


tarketing of our provincial and Dominion 


undertaken 


THE CHAIRMAN: Tanank you. 


“\OMMISSIONER MACKAY; There is one 
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obligations was 


question here, 


you say, "Except in war-time orderly marketing has not 


constituted a real problon,” Does that apply to municipal 


borrowing as weil? 


MR, LEONARD: 2 think to my knowlecge that iS SO, 


Dr. Mackay. 2 am not speaking about the difficult 


marketing, where credit may not be 
is good the question or orderly ma 
has been a problom in Canada. 

In Section J we doal with the 


debt and municipal taxataion, with 


good, but where 
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a factor ontcoring into the provincial situation. And that 
is set out on page 61, in the first paragraph, whero we 
point out that it is the province that delegates %kese 
powers to the municipalities and there the total tax 
imposition by the provinces, the amount of debt incurred 
by them, and the total cost of government responsibilities 
to the citizens of the provinces are understated if this 
delegation of powers, duties and responsibilities to nel 
icioalities is not taken into account. 


+ 


The next paragraph sets out the holdings of our 
institution in municipal debentures, $158,289,627, out of 
a total ‘t outstanding municipal obligation of $1,178,411 .356¢6 
THE CHAIRMAN: You hold about 15 per cent? 
ets REOMARD Yes, Mr, Chief Justice. 
The Piace Of Municipalities in the Provincial 


Structure: 


in presenting a @omposite pisture of the 


ta 


municipal situation in Ganada, difficulty is exper- 
i1enced because of the lack of uniformity in systems 
of municipal organization and in forms of presentation 
by the various provincial Tepartments of Municipal 
Affairs. This is a matter which is engaging the 
attention of the Dominion Bureau of statistics." 
The next paragraphs: 
"“Furthemore, there is diversity as between provinces 
in the services that they have delegated to the 
municipalities and in the regulation of the exercise 
of their powers and to a jJesser extent in the 
allocation of revenues to meet the costs of their 
responsibilities, Tis will be seen from the 
following analysis." 
Then follows an analysis of the avonues of expendi ture 
for which responsibility has been dolegated to municipalities 


by the provinces, The first paragraph indicates the various 


es i- 7A | 
oe. 1 sts 
ees 
ai a 7 ibe, 2 ne 


69335. 


obligations, strccts, sidewalks, etc. 
"A reference to Appendix "A" listing the various 
levies in certain provinces illustrates the variety 
and character of the purposes for which municipal 
expenditures are incurred." 

That is the Appendix that really deals with the prior 
liens, but it is ‘lluminating in considering the various 
things that mun*,zipalities do in the three prairie provinces. 
It is not typical of all Canada but it is an indication of 
what municipal government covers. 

THE CHAIRMAN; Do you make any suggestion to meet that 
Situation? 

MR. LEONARD: When we come to the conclusion in 
connection with this municipal section I think it might be 
summed up that we recognize the situation is so varied, so 
lacking in uniformity, that it really comes down to a 
question of each province dealing with its own Sones parE Le 
ies, and outside of general recommendations as to the idea 
of a better system of municipal finance generally, we have 
not attempted to make any specific recommendati ons, because 
we thought probably this commission hat sufficient to do 
without endeavouring to deal with « number of very difficult 
individual problems. 

Notwithstanding that municipalities arse not 
obliged by the legislation to give the local services, 
they generally do so or are forced to do so by 

public opinion, which recognizes that services of 

a local character are properly a function of the 
municipalities. Generally speaking, the provinces 
recognize this public opinion and convent themselves 
by their legislation to granting authority to munice 
ipalities and to regilating the manner in which 


these local services are to be carried on by the 
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municipalities, if the municipalities elect to 
undertake them, There is no obligation placed upon 
municipalities by the provinces to provide for many 
such services as are generally carried on by cdi 
lpalities, The situation is rather that, if the 
municipalities do not undertake that type of service, 
the residents may not have them, since the provinces 
have not provided them, having contented themselves 
to giving authorization to municipalities to give 
the service. There are exceptions to this general 
Situation, particularly in respect to matters of 
public health, education, hospitalization, care of 
the poor and indigents, ete., as will be discussed 
subsequently. 

If it is be assumed that functions of govern- 
ment by the provinces iivolve the provision for 
Such local services: ag are sarried on gonerally 
by the municipalities, it foliows that the provinces 
themselves, could provide thmam directly witnout the 
agency of the municipalities, as is being Jone 
already by the provinces in their municipally unorgan- 
ized territories. That they have been delegated to 
municipalities would appear to be only a matter of 
convenience to the provinces, in the hope that they 
may bo carried on and supervised better by smaller 
units with local knowledge of conditions. As 
between municipalities in the same province and as 
between municipalitics itn different provinces, the 
extent of the local service given is not uniform, 
Somes municipalities provide more ana better service 
than do others, depending upon the local conecption 
of need, desire, or ability tw paye 
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municipalitics to provide elementary and secondary 
educational facilities and to operate them in 
accordance with the rules and regulations preseribed 
by the provinces, little diseretion in the matter 
being left to the municipalities. 

School operations are carried on by eleated 
boards of school trustees for each school district. 
In some provinces the school districts levy and 
collect their own taxes, while in others they make 
a demand upon the municipal council for the monies 
they require and the council levies for the monies 
so demanded. Generally speaking, although not 
uniform, municipalities are required to pay ower 
to the school districts for whom they levy the 
amount of the levy irrespective of the amount of 
sehool taxes collected. Municipal councils have 
no control over school expenditures or the operati ons 
of the board of school trustees, resulting, in many 
cases, in a lack of coordination of effort in rel- 
ation to the aggregate cost of municipal and sehool 
expenditures and consequently to the burden of tax~- 
ation whieh the citizens of the locality are called 


upon to pay." 


(Page 694% follows) 
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“Social Services, These may be described 
as child welfare, old age pensions, mothers’ and 
widows~ allowances, hospitalization, sanatoria, 
mentally incompetents. care of indigents and unfit, 
They are matters which provincial legislation, 
while not uniform, requires municipalities to 
meet part of the cost in varying desree, depending 
upon the type of service. The contribution of 
the municipality may be made to the province or 
directly to institutions undertaking the care, 
such as hospitals, sanatoria and welfare societies, 
or through the financing of municipally owned 
institutions, 

Coming ccrym to the last paragraph: 
"Unemployment Relief. The care of the unemployed 


is by custom, if not by legislation, in all provin- 


ces one of the services which the municipalities 
are called uvon to perform. Although the pract- 
ice is not uniform as between provinces, either as 
to the scale of relief and methods of granting the 
same, the provinces require their municipalities 
to administer relief and to provide the necessary 
funds, not only for relief iteelf, buv also for 
its administration. 

To assist their municipalities to meet the 
expen.e involved, the provinces contribute by way 
of ‘grants-in-aid! a portion of the expense, 

The contribution of the province covers only relief 
itself and does not cover costs of administration 
or of special assistance, such as drugs and sundry 
items, The grants-in-aid are not on the same 
uniform scale as between provinces, nor are they 
uniform as between municipalities in the same 


provinee-~they vary at the discretion of the province. 
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“There is no uniformity as to the scale of 
relicf grantcd cither as between municipalities 
in the same province or as bctween municipalities 
in different provinces. Some municipalities adopt 
higher scales than others, depending upon local 
circumstances and provincial regulations as to 
minimum scales. 

In carlicr ycars the cost of relief, including 
administration, did not represent a large outlay 
by municipalitics and did not require provincial 
assistance, municipalities gencrally being con- 
tent to mcct the situation by such local means as 
prescntcd themselves, In recent years, however, 
the problem of rclief has reached such proportions 
that, notwithstanding provincial assistance, muni-— 
cipalitics goncrally have bcen required to make 
large outlays for this purpose, in addition to 
the ordinary municipal requirements and social 
service charges, at a time when it was becoming 
increasingly difficult for them to collect taxes, 

Looking at the situation from the municipal 
financial anglc, the reasons causing uncmployment 
or indigency and the theoretical responsibility 
thercfor mattcr little, the important fact being 
that there arc persons unable to provide sustenance 
for thomsclvcs and that accordingly someone has to 
take care of thom. Up to the present municipal- 
itics have boon roquircd to undertake the respons— 
ibility and the cost, with provincial assistance, 
irrespcetive of their ability to finance the samo." 

The next paragraph deals with sources of revenue 
given to the municipalitics by the provinces. It shows 


thet thesc sources arc given by provincial legislations 
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and that thoy may be diminishod, incrcascd = withdrawn 
by the provinces. 

Roading from the next paregraph which is headed tax- 
ation of real cstatc, I quote: 


"Taxation of Real Estetc. The taxation of 


real cstate is the main source of revenue made 
availablc to municipalitics by the provinces. 

Our examination of thc published reports of the 
Departments of Municipal Affairs of the various 
provinees leads us to believe that it is not 
possible to state with accuracy what is the actual 
proportion of total municipal revenuc obtained 
through the taxation of real estate. The Commission 
has had presented to it information on behalf of 
various municipalities and other bodies in this 
respect, and in some cases an sstimate of the 
proportion of total municipal revenue obtained 
through taxation of real estate has been submitted. 
While uneble to suggest a figure, our examination 
of availahlc data leads us to the conclusion that 
it is the main source of income available to muni~ 
cipalitics throughout Canada. 

Provincial legislation and regulation governs 
the taxation of real estatc, which is almost en 
tiroly allocatcd to municipalities, although in 
some provinces it is alsc made to serve as @ 
source of rcovenue to the provinee, usually 
through the agency of the municipalities. The 
levying of rates, the 


basis of assessment, the 


manner of tax collection, the rates of penalties 


and discounts, the methods of sale for non-payizent 
of taxes, and such matters as exemptions, limits 


of taxation, local improvement and special taxation 
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"are all governed by provincial legislation. The 
provincial law customarily makes municipal taxes 

&@ charge on the property in priority to mortgages 
or other prior liens. 

The weight of taxation on real estate is not 
uniform as between municipalities. This is the 
case not only because of the application of varying 
mill-rates and the different percentage of gross 
assessment made taxable, but also because gross 
assessment represents in the main only the local 
assessor's conception of value. The determination 
of value is at best a difficult question, which 
fact is recognized in practice by seeking to make 
whatever value is determined upon equitable 
as between different properties. It follows that 
the amount of taxes expressed in dollars and cents 
is the true standard by means of which the burden 
of taxation on individual properties in a locality 
can be weighed in comparison with that in another 
locality. To endeavour to apply this standard 
in an attempt to determine the weight of taxation 
on real estate would be a colossal task, and it 
is difficult, therefore, to prove by means of 
statistics that taxation weighs too heavily upon 
real estate. There are, however,certain existing 
factors which lend weight to that view, as summar- 
jzed briefly below: 

(1) The decreasing tax base in many municipal- 
ities because of the reversion of property to the 
minicipality as the result of non-payment of taxes. 
While it is true that a substantial proportion of 
these reversions is represented by outlying 


property and so may be said to be a natural con- 
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"sequence of over-exo.nsion of individual muni- 
cipal boundarics, the submissions of municipal 
bodies already made to you would indicate that 
considerable property closer in and of an improved 
type is now in the process of reversion. 

(2) The largo accumulation of unpaid taxes 
may be said to be general through municipalities 
in Canada. If it bc assumed that citizens desire 
to pay their taxes and so protect their property, 
it would secom to fellow that non-payment of taxes 
is due to non-ability to pay, cither because of 
lack or. insufficiency of income or too heavy tax— 
ation in relation to income, 

(3) Investigations in the case of ad justment 
or prevention of municipal default in individual 
cascs in British Columbia, Alberta, Saskatchewan, 
Manitoba, Ontario and Quebec lcd to the conclusion 
that, in those particular cascs, real estate was 
called upon to bear too heavy a burden. Other 
factors involved in these particular cases sug- 
gestcd that they might be considered to be rep— 
rescntative of the avcrage standard. 

(4) Real estate has lost its attractiveness 
as an investment and it is difficult to find buyers 
even ak prices that represent a substantial 
discount from cither cost or replacement velue. 

(5) Demolitions are going on extensively in 
many cities for the purpose of minim? zing tax 
burdens and without any corrcsponding reconstruction 

such as would be typical of progressive develop— 
mont. 

Thc cffcoct of the declcgation to municipalitics 


of a largc sharc in the maintcnance of government 
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“sorviccs whcn taken togcthor with the imposition 
of taxcs on real cstate as the chicf source of 
Municipal income is that rcal cstate cerries not 
only the burden of such services es for example 
fire protcetion, garbage collection and watcr 
supply that may be directly attributable to its 
usc, but also a disproportionate share of the cost 
of other scrviecs, such as rclicf and education, 
that arc not so attributable. It is apparent 

that there are classcs of citizens using the aati 
itics provided by municipalities without contri- 
buting directly to the cost of such facilitics, 
and that, wore these sources tapped or taken full 
advantage of, assuming no increase in cxpenditure, 
a relief in the taxation of real estate would 
follow." 

Then follows a description of sundry sources of income, 

THE CHAIRMAN: Do you suggest anywhere what form 
this other taxation should take? 

MR. LEONARD: No, Mr. Chief Justice, once again we 
are up ageinst the question of infinite varicty in dealing 
with a subject which depends upon local circumstances. 

I continue to csuote from the bricf: 

"Sundry Sources of Income, While not entirely 
uniform, municipalities generally have available 
such sources of sundry income as licenses, fees, 
fines, poll taxcs, and road taxes. Business taxes 
arc also levied on business, professiona}], financial 
and commercial cntcrprises in relation to the space 
oecupicd in carrying on business and usually arrived 
at on thc basis of floor space occupied, rental 


value, or a percentage of assessed value. 
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In the next part of thc bricf special ahaenes of income 
which are oxtraordinery arc sct out. 

"Municipally Operated Utilities. ‘here 
municipalities operate such utilities as quarries, 
ferries, light and power, water, hospitals, 
markets, transportation, gas, etc., the profit may 
be available to the municipality in reduction of 


general taxation, or the loss become a charge on 


general taxation. The use of utility profits for 


reduction of general taxation is not recognized 
uniformly throughout Canada, as there exists 
a school of thought which holds that such profits 
should be used only for the purposes of the utility 
or the reduction of utility rates of charge. 
Special Sources of Income. These vary according 
to the locality and may take the form of fixed 
amounts or a percentage of revenue. and usually 
apply to some special form of business operating 
within the locality, such as privately operated 
utilities, grain elevators, private bridges, etc. 
The general practice as between provinces is not 
uniform. 
Some municipalities may enjoy some special 
fom of revenue, such as income tex, sales tax, 
or motor vehicle license fees, but these sources 
of income are extraordinary and the exception to 
the rule. 
Provincial Assistance. While not uniform as 
to amount or method, the provinces assist their 
municipalitics by grants or contributions for such 
purposes cs education, hospitalization, libraries, 
and unemployment. Osrtain provinces give further 


assistance by way of road grants, special subsidies, 
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“or a share of specific revonus colloetsd by the 
province, 

Municipal Budgetary Difficulties: 

The lack of readily available uniform statistics 
makes it impossible to present a composite picture 
of the budgetary difficulties of municipalities 
throughout Canada. The Commission has had presen-— 
ted to it submissions on behalf of individual 
municipalities and municipal organizations tending 
to show their difficulties. While it is true that 
many municipalities are experiencing budgetary 
difficulties, it should not be assumed that this 
situation exists uniformly throughout the provinces. 

Budgetary difficulties may result from lack 
of sufficient revenue or fron toco-heavy expenditures. 
The sources of revenue and avenues of expenditure, 
both obligatory and permissive, abailable to 
municipalities, have becn reviewed already hercin, 

There is a popular conception that taxes 
imposed by municipalities are too high , that 
they cannot be increased, and that, on the ovher 
hand, they must be reduced, Coupled with this pop- 
ular conception, there is in evidence a persistent 
demand on the part of the general public for more 
and Bottcr municipal and educational services, 
irrespective of ability to vey for them. Certain 
types of service have come to be looked upon as 
even when inability to pro- 


absolutely necessary, 


vide them is in evidence. This disinclination on 


the part of the general public to do without or 


with lesser scrvices so as to reduce expense to 


ability to pay, and in that wey achieve a balanced 


pudgct within whe measure of reasonablc taxation, 
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"is a mattor of grave conscqucnese to Canada, its 
provinecs and thoir municipalities. Thorc is necd 
of @ recognition of the fact that sustaincd scr 
viecs can bc had only so long as ability to pay 
for them or sound credit are present, and that, 
in the last analysis, taxation of onc kind or 
anothcr is the only source of income with which to 
provide serviccs. 

Many municipalitics have endeavoured to con-- 
tinuc to provide scrvices on the samo scale as 
was permitted by higher inconmc, notwithstanding thet 
their main source of income, namely, taxation of 
real estatc, was showing signs of having rcachod 
the point of diminishing rcoturn. They failed to 
recognize thet if services are to be given they 
must be taxed for. Whilc this has beon the sit- 
uation in many municipalitics, there are many other 
municipalitics who have cut their scrvices dras- 
tically in linc with their incomcs and who hawe beon 
able also to makc some reduction in taxation. It 
is believed that it is not possible to gencralize 


and that a proper appreciation of the situation 
of municipalitics -involves an appraisal of the 
position of cach municipality in relation to its 
individual problens. 

In discussing the budgetary difficulties of 
municipalities, it is necessary to recognize that. 
to a very lerge extent, they are dus to the large 
amounts municipalities are called upon to provide 


for rolicf. Thc control of such outlays is beyond 


ection by thc municipalitics. Thore ere, of coursc, 


individual cascs where administration may be lax, 


rentcd may be in oxcess of provin- 
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"cial standards, but it is folt that, even if 
all abuscs were Corrected, provision for. relief 
would still bo a major source of municipal bud- 
gotary difficulties. It is necessary to rocog- 
nize also that, apart from provincial 'grants-in- 
aid' Tor relief or their oquivalent, the munici- 
palitics have been given no additional source of 
revenue with which to meet this new and heavy 
expenditure. 

Some of the means adopted by municipalities to 
mcct their budgetary difficulties are described 
briefly below: 

(1) Bank borrowings ‘zave been resorted to in 
an attempt to maintain the local conccption of 


maxinum tax burden and standards of operation. 


BO LOVyY Om a coon baeis with the result that2% 
became necessary to carry over bank loans to the 
following year with its cumulative effect. 

(2) Increased taxation has bcen attempted 
in some cases. That this means has not been resor- 
ted to in nore cases is undoubtedly due to the local 
feeling that taxes on real estate should be decreased 
rather tnan increased, 

(3) Reduction in upkcep and maintenance of 
public works such as <«trocts, sidewalks, buildings, 
cte., has beon resorted to also. The cost of making 
good this deferred maintenance is onc of the prob- 
lems of the futurc as the consequent detcrioration 
will result in many cascs in accclcrating the time 
of replacement. 

(4) Doviult and postponement of the payment 
of dcbcnturc dobt has boon corsidercd to be one 


of the roletivcly easi~r means of mecting budge tary 
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“diftficultics by some municipalities, This has 
taken the form of dcfault in payment of intcrest 
on princip . failure to make deposits to sinking 
funds, or the use of accumulated sinking funds 

to assist in current financing or in acquiring new 
capital works, 

The budgetary difficulties of municipalities 
arise from cither or poth the insufficioncy of 
revenuc available to them or the amount of the cost 
of the services they are. called upon to give or 
assist in giving. These difficultics can be 
rectified if (1) additional sources of revenue were 
made available. or (2) the duty and responsibility 


of providing some specific services were re ioved 


1. 
cr 


or (3) a less expensive standard of operation 
wore achicved cithor by eliminating services 
entirely or by reducing them to a basis more 
approximate to ability. to pay, or, (4) provision 
were madc for additional financial assistance from 
the provinces. 

Municipal Credit. 

Municipal debts, like othcr debts, represent 
promises to pay to be carried out in the future. 
They arise from the purchase om the instalment 
plan of services or facilities for use in advance 
of ability to pay cash and for enjoymcnt meanwhilc. 
Were it not for these debts, municipal scrvices 
as arc known to-day would not exist to tho same 
Seas and local residents would not have had 
availeblc thc samc services and facilitics which 
ero cnjoycd by them mow and which they desire to 


continue to enjoy. It is only necessary to con= 
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"sider that strects, Sldcwalks, scwors, roads. 
schools, water and light utilixios, and almost all 
other capital assets, were purchascd or constru.. 4 
with the proceeds of borzoweéd money, to realize 
that to-day's municipal debt is due to the desire 


Of residents of municipalities to enjoy 


Be 
C2 
(q5) 
< 
ee 
(2) 
© 
rn 


and facilities in advance of ability 1 


O 
FS 
© 
= 
re) 
o 
wa 
by 


for them, 
There follows a table of the debenture debi, showing 
the division as between municipalities in the various orovins 
ces. The last paragraph on the page reads ag follows: 

"The different methods followed by the provin- 
cial departments of municipal affairs in making 
available mu:sicipal statistics make it impossible 

vo present information setting out the purposes 
for which municipal debentures presently outstanding 
were issued. General observation and ciose 
contact with specific municipalities suggest that 
generally debentures were issued for such purposes 
as roads, streets, pavements, bridges, sidewalks, 
street lighting, sewers, watermains, waterworks 
plants, light and power systems and plant, 
hospitals, schools, markets, libraries, drainage, 
municipal buildings, police and fire p: tection 
exhibition buildings. aucitoriums, rinks, street 
railways, public baths, etc. it will be apparent 
that, had the provinces not delegated the duty 
and responsibility for such services and facilities 


to municipalities, the debt incurved for such sere» 


vices and facilities woul” now.be provincial debt 


and not municipal debt or the services ana facil 


ities would not be available. if it be assumed that 


the services and facilities represented by this 
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"municipal debenture debt are necessary and would 
have been undertaken by the Rete te one of the 
results of the delegation of these duties and 
responsibilitiss has been to understate the debt 

of the provinces. Since this delegation has not 
been uniform as between provinces, a comparison 

of provincial debts or a discussion of the relations 
of the provinces to the Dominion would be incomplete 
if municipal debts and municipal operations were 
omitted from consideration. 

Provincial Control of Municipal Borrowings. 

The provinces control by legislation and regu- 
lation the type, amount and purposes for which 
borrowings may be undertaken by the municipalities. 
tn some provinces this control is achieved by 
setting up Boards, Commissions, or Departments of 
Municipal Affairs who are charged with approving 
or rejecting applications to issue debentures, 
‘while in others the control is effected by the 
4ecislature itself, Legislation usually sets the 
limits of borrowing powur, generally exempting from 
such limits debenture issues for local improvements 
and self-sustaining utilities or such special 
purposes as sced grain advances, it being assumed 
that, expected to be self-sustaining, they will 
not affect taxation. In those provinces where 
no general legislation applies, the provisions of 
individual charters govern. 

It is believed that only one province requires 
the approval of an independent body for borrowing 
on current account. The provinces generally by 
legislation set a limit of porrowing for current 


purposes, being a percentage of the current tax 
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"levy, although there are refinements of practice 
in separate provinces, | 

Reverting to debenture issues, the limit of 
borrowing powers has been set usually at a por- 
centage of asscssment. Fluctuating assessments 
in the newer parts of Canada have made this limi- 
ting base unaatisfactory in many instances as 
municipalities in difficulties or nearing diffi- 
culties and claiming to be unable to balance bud— 
gets and pay existing debts, nevertheless find 
themselves wil. a borrowing capacity on capital 
account. ‘+n recent years and in the main, the con- 
trolling bodies have given relatively effective 
control to the financial side of borrowings on cap- 
ital account, lf there be any criticism, it would 

be that the necd of facilitics has outweighed the 

ability to pay for them. On the other hand, 
municipalities have sought cuccessfully to cireun- 
vent this control by making application direct to 
legislatures. Further, it should be remembered 
that the effective control of municipal capital 
borrowings is a dcvelopment of relatively recent 
years and that, accordingly a relatively high 
percentage of the existing debenture debt was 
incurred at a time when the need for supervision 
and control was not apparent. There is need, 
however, of effective supervision to the 
physical side of borrowing, so that projects for 
which borrowings are to be made by municipalities 
on extravagant, ambitious, or unnecessarily costly 
scales may not be permitted. 

The control ovor capital borrowings by Boards, 


Commissions or Departments of Municipal Affairs is 
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“additional to the requirements that the property 
owners or burgesscs must approve. heed are cases 
on record where municipal councils have applied 
for and obtained legislation doing ‘away with 
this requirement in specific cases and where legis- 
latures of their own volition have done likewise. 

Effective supervision and control over capital 
borrowings of municipalities is difficult of per- 
fection. In times of prosperity and optimism, 
popular demand makes effective control difficult 
and is likely to show a disregard for need and an 
uncon3cious tendency for extravagance. In times 
of depression, actual or fancied need, pressed by 
popular demand, has a tendency to disregard ability 
to repay. 

Default in Paymcnt of Debenturc Obligations, 

It has been stated already that one of the 
easier means of meoting budgetary difficulties 
has been non-payment of debenture obligations. 
This means is stated to be ‘ecasier' because it does 
not involve the municipality or its residents in 
immediate sacrifice or local repercussions. That 
the sacrifice must bc greater ultimately is usually 
not considered. “~“t remains a fact that debt is 
an expression of trust and confidence, and that 
ence that trust and confidence are liost, it 
requires effort and sacrifice to regain them. Debtors 
are prone to overlook the fact that services and 
facilitics now existing will not last forever and 
Soe they will require to be replaced. fhe in- 
vestor is not likely to overlook casily the record 
of a debtor who has takon the casier way out of 


his adifficultics and sought to make the investor in 
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“effect pay for the services and facilities which 
the debtor retains in his possession ane continues 
to enjoy. 

There ere many causes of default. Among the 

most important are the following: 

(a) Over-cxpansion and over-optimism in the past 
with their attendant provision for services 
in advance of need, coupled with the fail-~ 
ure of past hopes and expectations to 
materialize. 

(b) Undertakings and projects carried out 
extravagantly and on a scale of cost not 
required by need. 

ic) Failure to reduce expenditures in proportion 
to falling revenue and failure to balance 
current budgets on a cash basis in recog- 
nition of the principle that expenditures 
of the year should be limited to col- 
lectiblc revenues of the year. 

(ad) Lack of planned financing in undertaking 
borrowings and their repayment, resulting 
in making debt charges too heavy in certain 
years and too low in other years. 

(e) Participation of municipalities in un- 
profitable business venture, such as 
housing schemes, industrial guarantees, etc. 

(f) Chenge im charactcr of the municipality 
and the industries supporting it. 

(g) General economic conditions making the 
collection of taxes difficult. 

(h) Heavy outlays for relief and social service 


Charges. 
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“While all or a combination of some of the above 
causes may be prescnt, relief and ee service 
charges have become the most important singia 
contributory cause of default by municipalities in 
recent years and there are indications that the 
continuance of this burden on the present scale will 
precipitate further default by municipalities. 

Apart from its effect on future credit, de- 
fault results in hardship and suffering to thousands 
of small investors who can ill-afford ts loss and 
whose ability to meet their own commitments is 
thereby greatly diminished. Municipal debentures 
are not an investment of the wealthy. They are 
an investment of the thrifty of small means and 
of institutions collec”? ng these small means for 
investment. This position is recognized clearly 
by the Trustces Acts of the various provinces, 
which Acts make municipal securities one of the 
investments in which the funds bclonging to estates 
and their dependents must be placed. 

While at one time in Canada municipal debt 
in default of cither principal or interest amounted 
to approximately 10 per cont of the municipal 
debt outstanding, the situation has improved con- 
siderably to the point that, at the present time, 
approximatcly 7 per cent of that debt is in de- 
fault. To the best of our information, the 
situation in cach provimec is cstimated below: 
(Onee adjustcd, with or without loss, the munici-~ 
pality is no longor considered in default. ) 

There follows a table showing that Ontario has the 


largest amount of principal debt. It amounts to $50,000,000, 
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representing 10 per cent of the gross rilcipal debt, 
Saskatchewan, as might be expected, has the feces per- 
centage of the gross debt. Quebec, according to these 
figures, has the smallest percentage of gross debt, and 
Nova Scotia and New Brunswick and Prince Edward Island, 
have no municipal debenturesiin default, nor have they 
had any, to my knowledge. 
Continuing to quote from the brief, I read: 

"The improvement in the situation referred to 
is due to the adjustments which have been made by 
the debenture and bank creditors. The subject of 
adjustments is dealt with herein in greater detail. 

The existence of municipal defaults in a provinee 

haa an indirect effect on the credit of a province 
and its people. Municipal defaults reflect the 
attitude of the people of a province towards 
their creditors or is an indication of conditions 
in that province. With such a warning sign before 
him, the investor is likely to appraise more keenly 
the credit of the province and its people and to 
be much more cautious in his commitments in that 
province. Further, the lack of available credit 
to municipalities is reflected in the measure of 
assistance which a province may be called upon 

to give its municipalities if they are to contin- 

ue to give services to their people. 

The credit of Canadian municipalities has been 
adversely affected by the extent of the default 
situation. The fact that it has been necessary 
to change the terms of debenture contracts with 
monetary loss to the investor has resulted ina 
complete loss of credit in many instances and in 


thers to at least a temporary loss. Apart from 
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"the loss of credit, there has developed a serious 
loss of comfidence in municipal Seas and 
investors no longer regard them as primarily gilt- 
edge and to be invested in with a minimum of risk, 
This loss of confidence is reflected in the dif- 
ficulty experienced in marketing debertures of 

some municipalities which have not defaulted. If 
marketable at all, it is only after the most exact 
ing scrutiny of the risk involved. 

In past years the determination of the risk 
involved in the debentures of municipalities was 
a comparatively simple matter, The experience of 
recent years, however, has changed this situation. 
The added burdens of relief and social service 
charges which municipalities have been called upon 
to bear, without additional sources of income and 
at a time when existing sources of income were 
becoming more difficult to collect, have decreased 
the margin of security and to a considerable extent 
have undermined the foundation of municipal finance 
in that the ownership of real estate has become 
less desirable because of high taxation. Under 
such circumstances, municipal securities are be-~ 
coming unaturactive. 

The apparent lack of concern with which some 
municipalities contempla’s default and the un- 
certainty which exists as to the powers of the 
provinces and the municipalities to enforce reduction 
in interest rates and cancellation of debt irres- 
pective of the consent of the creditors or a majority 
of them, and without regard to the position of the 
investor and the unfairness to him resulting from 


default, have engendered a sense of insecurity and 


han : 
oF es 


do (an 


Pee es a 


7 _ 


S: boqei rar BEd suet 


ne BAe part Lavoce iagrotnys att wanton 


Mae i 
wits aiinantsg. oe Sats) Stepedtegeet ae 


‘iow “? diininiis G,as te mi heyacves ao ov sae 8 
3h out at howoofiex a3. sdneht Tapa Ye eaod, eit 


fs yourd eid goiventen at beotemeqes veluery 
| ; 
| RY Pine lun a oven 40 hw soterisyeosenm cB 


a4 ah! OS 


Aa 68% 2 eh 4’ ica | 1s : Tit) . 7. . Li. 3 


Xs odo ont wt bovlownd 
eo adita! ted: ‘ae } ‘fa vhevieeusempe 8 * 
stat | | a , fs "TEvawol yp 2EROt yUPies 
auédvstio Sie lie, ostt 


‘eat Beta BeS7400 


et oak tate gals & v2 

6a; SOc brew! ot (22 fh ate ahtetcoud ’ 
TMOsae eiGetsntt or “te. Ofa ter ent. 

oodagia . mau cor s fhanisto Ra eres! _ 

| ¢/ le isiagwe ate segs ak er 

oo wi joist 25st 6529. j OLED fone 


LF 
eulhCe Jj 20 i 
~=fiji Dig fA US40) ce 
» Ps 
Gus eV 20, re \ Ou €& © 
oh.) be ot | al 4 Goi = ES) 


s@oczt dda) So agivallonnge bis eadetege 
oe £ 1c ext limits 467 otro mise pa Tee 
» uote leoq vas’ oF, Dapper cvode i Bae) 
eet looms. Old oF  eyetaset: yt 


26 semeg eS Datohwqgry: 


6960 


"fear in the mind of the investor that his savings 
may be arbitrarily reduced or taken away from him, 
As a consequence, he hesitates to entrust his 
savings to municipalities and it is probable that 
he will continue to do so until the situation is 
clsrified. 

The Adjustment of Municipal Defaults: 

The adjustment of municipal defaults is a prob= 
lem of some physical magnitude and one which 
requires much effort and time, It is proposed to 
review how it has been attempted to solve the 
problem, 

Machinery for Adjustment. 

As a matter of general practice, the holders 
of debentures issued by @ municipality which has 
defaulted in the payment of interest or on 
principal of its debentures move to form a Protective 
Committee. The formation of such a Protective Com- 
mittee may result from a meeting of known debenture 
holders or from the voluntary action of a group 
of debenture holders who undertake to negotiate 
an adjustment and to submit its principal provis-~ 
ions to debenturc holders generally with the request 
that they acquiesce in the proposal. Protective 
Committees may bo formal in character, that is, 
supported by the deposit of debentures with a 
depositary acting for the Committee, or they 
may be informal and not supported by deposit of 
debentures. Whether formal or informal, it has been 
the general practice for such Committees in 
Canade to refrain from approving proposals without 
first submitting the matter to the actual holders 


for their authority. Individual circumstances 
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"govern the status of Committces. The fact that 
minicipal debentures are mostly in we Ae form and 
that the holders are usually scattered and oftcn— 
times resident outside of Canada, presents a prob-— 
lem of organization, contact and expense if de- 


benture holders in sufficient majority are to be 


advised of the proposal and their support obtained. 
Correspondence, advertisements, and the cooperation 
of the investment dealcrs, banks, etc., are re- 
ovired, in addition to efforts of the members 

us ths Committce and their representatives. 

The provinces of Alberta, Saskatchewan, Mani- 
toba, Ontario and Quebec have sct up Boards or 
Commissions who are empowered by legislation to 
ratify and give legal effect to adjustments to which 
a set percentage in value of debenture holders 
have agreed. * 

THE CHAIRMAN: Has not British Columbia something 

like that, too? 

MR. LEONARD: Mr. Fortin is more familiar with the 

details of this than I am. 

MR. FORTIN: British Columbia has only a department 

of municipal affairs, it has not set up special boards. 

THE CHAIRMAN: Perhaps, British Columbia has passed 

special Acts, has it? 

MR. FORTIN: Later on in the brief it is pointed 

out that the British Columbia Department of Municipal 
Affairs does this work. 

MR. LEONARD: Returning to the brief, I quote: 
"Alberta and Quebec call for the consent of 60 per 
cent, Manitoba and Saskatchewan 51 per cent, while 
Ontario provides that if 33 1/3 per cent dis- 


approve, within 60 days, the Ontario Municipal 
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"Board may not ratify a proposal, Purther, the 
local government board of Saskatchewan is empower 
ed to make certain temporary annual adjust.» ats 
unless 20 per cent of debenture holders disapprove 
within 30 days and the Municipal and Public Utility 
Board of Manitoba has similar, although slightly 
different, authority, Legislation in Saskatchewan 
also purports to empower the Local Government Board 
to order adjustments in the case of rural municipal 
organization debenture debts without reference 

to or the consent of debenture hoiders. In 

British Columbia the consent of 51 per cent is 
required to be signified to the Department of 
Municipal Affairs and the Lieutenant-Governor in 
Council. Notwithstanding this provincial machinery, 
it is sometimes necessary to obtain ratification 
fa plan of adjustment by Special legislation 
because of some doubt as to the sufficiency of 
existing authority to deal with specific terms of 


a plan of adjustment or for other reasons," 
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| "Some doubt exists as to the constitutional 
validity of the powers of the provinces ai there 
Boards and Commissions to enforce the terms of 
plans of adjustment on those debenture holders not 
actually consenting or those actually dissenting, 
While this difficulty exists and court action is 
in process in certain cases to test the validity 
of legislation of this type; it is omly in recent 
years that the point has been brought up. Without 
minimizing the importance of the legal points 
involved, it is a fact that many adjustments have 
been made in past years where 100% of the 


debenture holcers eventually consented and where 


no difficulty of this sort was encountered, and 
that further plans of adjustment are in mzocess of 
being submitted to the debenture holders for the 
epproval Tor the necessary majority of them," 

THE CHATRMAN: Mr. Leonard, in reference to this 
Pore you Stress on page Sil, the question of the -con- 
Stitutional validity of this procedure, is it. your view 
pia Uhat question should be cieared up? 'Of course, wit 
ultimately may be cleared up by¢ “ss%eicn of the Courts, 
Phaert a decision of the Courts shouldbe that, tie 
Provinces have not got this power, do you think the 
power should be conferred upon them? 

MR. LEONARD: JI think that our feeling is, it is 
desirable to have provincial legislation of this type 
providing for some machinery for the adjustment of 
municipal debts upon a percentage of creditors consenting, 
and it would only be in the case of such machinery that 
now exists being undoubtedly invalid, that we would consid- 
er it necessary to have other machinery, We have looked 
at the question from a practical standpoint rather than 


from a legal standpoint, The ultimate objective, in our 
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mind, is to get rid of all that legislation; rather, to 

put municipal credit on a basis where we may not need it as 
a permanent part of our statutes, For example, in our 
Maritime Provinces, where they have no such legislation 
because they have no defaults. That being our objective, 
it is desirable to not have any more legislation than is 
necessary. 

THE CHAIRMAN: Of course, if by any chance the Court 
should hold that the province could not constitute a 
Board which could make a reduction of interest obligatory 
on a dissenting minority, you would then have difficulty 
with all these re-organizations, 

MR. LEONARD: So far we have, of course, managed to 
get along with the existing machinery. Just what would be 
the best way of dealing with that situation, if it 
develops, I am not prepared to say. Unquestionably, we 
would want some machinery to deal with the matter. 

COMMISSIONER DAFOE: Has your Association come to any 
decision as to what percentage of debenture holders should 
consent before there is compulsion of the remainder? 

MR. LEONARD: JI would like Mr. Fortin to speak to 
that, with his experience on the matter, k 

COMMISSIONER DAFOE: The percentages vary, apparently, 

MR. FORTIN: We have usually left it to the 
respective provinces so long as the percentage was in the 
case of consent, at least, a majority. In the case where 
the legislation does not call for consent, but rather 
dissent, the percentage depends on the delay which is given 
to dissent. For example, in Manitoba now, the dissent is 
20% ena sixty days; in Saskatchewan it is 20% within 
sixty days; in Ontario it is one-third; so long as the 
percentage arrived at, whether by dissent or consent was of 
such a nature to give the debenture holders, from 4 


practical point of view, the opportunity to make known their 
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views, We have no definite percentage, 

COMMISSIONER DAFOE: We were told in Victoria that 
an adjustment on this basis was being contested in the 
courts, Are there many such cases in the courts? 

MR. FORTIN: Well, Mr. Dafoe, the case in Victoria 
is not on behalf of dsbeanturs hoiders, to my knowledge, 
the debenture hoiders in the Victoria case have not 
attacked the plan. The situation is rather that some of 
those who were appointed as sinking fund trustees under 
the pian, doubting their powers to act as trustees under 
the plan, have sought to make a test case out of it. But 
mane Cebenture bolders, 1 think, beve consented so. far. to 
approximately eighty percent of the debt, and they have 
not, nor those who have not approved,.taxen any 
2Cu10n tO Upset the plan. |The only other, case, to our 
knowledge, is in the case of Windsor, where certain 
holders have attacked the validity of the Amalgamation 
Act, which amalgamated four municipalities to the new 
City of Windsor. There were two actions: the first one 
was dismissed in the lower Court, and that decision has 
been appealed. Meanwhile a second action was brought up 
and the hearing was deferred pending the hearing on the 
first appeal. ‘The eppeal in the first case was heard in 
March of this year, and Judgment has been reserved, 
Accordingly there has been no judgment handed down, Those 
are the only two cases I know of, and the Victoria case, 

MR. LEONARD: Then at the bottom of page 8l: 

"Basis of Adjustment, Debenture creditors 
have proven their willingness to readjust the 
terms of their debenture contracts to meet the 
necessities of individual situations where 
inability to pay exists, Adjustments already made 
leave no doubt as to the preparedness of debenture 


creditors to meet willingness to pay according to 
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"ability by recasting the terms of their de- 
bentures, 

Granted willingness to pay, the basis of ad- 
justment is ability to pay. Ability to pay is 
arrived at by negotiation with the debtor municipal- 
ities following detailed surveys of the financial 
affairs of the municipalities conducted on behalf 
of debenture creditors. These surveys take into 
account all factors bearing upon the finances 
of the municipalities and involve consideration of 
past experience, immediate conditions and 
potential development. Where such survey demon- 
strates inability to pay in accordance with the 
terms of the debenture contract, plans of adjustment 
are developed in negotiation with the debtor 
municipality. These plans of adjustment seek to 
meet the necessities of each situation and to 
embody such terms as will subject the investor 
to the least possible loss commensurate with the 
debtor's ability to pay. They are designed to 
enable the debtor to pay his debts according to his 
ability. 

It has been stated already that ability to 
pay is arrived at by negotiation with the debtor 
municipality, following detailed surveys of the 
financial affairs of the municipality conducted on 
behalf of debenture creditors, These surveys in- 
volve an exhaustive review of the finances of each 
municipality concerned and of all factors 
relevant to ability to pay. If the Commission 
should be interested in the type of surveys made 
in recent cases, we shall be glad to file copies 
of the report of such surveys as were made and 


which resulted in adjustment of such cities as 


. 
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"Victoria, Calgary and Edmonton. We shall also 

be glad to file with the Commission copies of the 
report in the case of Moose Jaw, where negotiations 
for adjustment are still pending. Ina general 
way these reports indicate - 

(a) That the taxation of real estate in those 
particular cases has reached its limit and 
that it is unduly burdensome under 
present economic conditions; 

(b) That the cost of relief and social service 
charges have become one of the most 
important avenues of expenditure, making 
it impossible for the municipalities to 
provide for their ordinary services and to 
meet their debt charges on their present 
basis prior to edjustment. 

(c) That these particular municipalities have 
made or have undertaken to make economies 
in municipal operations, but that the 
sufficiency of economies in respect to 
schools is questioned; 

(a) That. the eause of financial difficulty is 
not the amount of debt or the annual 
service of the debt, but rather that 
additional burdens imposed after the in- 
curring of debt have resulted in insuff- 
iciency of income; 

(e) That the immediate maturities of 
debentures would prove to be too large 
for the provision made for debt retire- 
ment including the character of 
investments made for sinking fund." 

COMMISSIONER ANGUS: In relation to clause D. 


suppose there were some change in legislation by which 
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a& province assumed burdens that had previously been on the 


municipalities, - that is a possible contingency, andwe 


have had requests before us from municipalities that 


relief should be paid entirely by the Dominion, and so on, - 


if any of these changes were made, would it involve 


reopening any settlements that had been arrived at, or do 


the debenture holders forego their chance of an improvement 


of that sort? 


MR. LEONARD: It is a final adjustment as far as the 


debenture holders are concerned, 


"The particular surveys referred to above 
were made by officials of this Association acting 
as representatives of Debenture Holders! 

Committees in each case. The reports made in 

these particular cases wer: voluminous, but is is 
not intended that it be assumed from them that 

all reports in all cases need be or are as 
voluminous, as the size of reports depends on the 
individual case. Further, in some instances 

surveys made and information submitted by 
representatives of provincial Departments of 
Municipal Affairs or provincial Boards and 
Commissions are accepted and acted upon after in- 
vestigation and interpretation by representatives of 
Debenture Holders! Committe>s, without separate sur- 
veys being undertaken by representatives of 
Committees. 

It seems pertinent to point out at this time 
that the Association has interested itself in the 
problem of municipal finance and adjustment of de- 
fault by municipalities in Canada since the format- 
jon of the Association in 1916. As large investors 
jn municipal debentures, it has been necessary Tor 


members of the Association to follow closely the 
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"municipal situation through the machinery of the 
Association and to act in the protection of their 
investments in municipal debentures. In so doine it 
has been necessary to seek and obtain the co- 
operation and assistance of individual and other 
debenture holders and of investment dealers in 
Canada, Great Britain and the United States. The 
Association has been instrumental in the formation 
of Debenture Holders’ Committees and has made avail- 
able the services of its staff in conducting 
Surveys, in carrying on negotiations, and in 
providing the secretariat of Committees.‘ 

Possibly I might add that that has been done without ex- 
pense; that is, any charges that are made on an adjustment 
are only actual disbursements, with no charges for fees 
or anything of that nature whatsoever. 

"For the information of the Commission) we have 

Seu, out in Appendix MO "ea ssulmery OL Lest y pes or 

adjustment made,“ 

The summary in the Appendix on page 18, simply gives in 
short form, the adjustments in Windsor, Winnipeg Suburbans, 
Calgary, Edmonton and Victoria, Kingsville, Leamington, 
Sudbury, Leaside, and Niagara Falls, as various types of ad- 
justment, showing that this is made to fit the particular 
conditions. 

Summary: 

"In this section of our presentation we have en- 

deavoured to review the municipal situation in 

Canada with the thought that such review might prove 

useful to the Commission within the scope of its enquiry 

and in relation to such questions as allocation of 

revenue sources and governmental burdens of the 

Dominion and provincial governments, the character and 


amount of taxes collected from the scople, provincial 
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“expenditures and public debts, and the place 
occupied by municipal institutions in fae scheme 

of provincial governmental activities, 

It is not easy to form any composite 

picture of municipal government or to deduce 

any general observations from a situation that ex- 
hibits an infinite variety in detail. We have al- 
ready expressed the view that provincial control 

of municipal borrowings on capital account has in 
our opinion justified itself and been a useful 
supplement to the voting control of the rate-payers, 
although there has been a certain tendency for con- 
trol to be circumvented, We have pointed out also 
that in only one province is such independent con- 
trol exercised over borrowings on current account, 

The fact that it has been found desirable to 

institute some independent control of municipal 
borrowing tends to confirm the impression that 

our whole system of municipal government has not 
been designed to encourage or enforce that proper 
regard for economy that should characterize local 
government bodies. The growth of our large 

cities and the consequent relative increase of 
renting as contrasted with home ovnine, together 
with the concentration on real estate taxationas 
the chief source of revenue, has tended to create a 
gap between the composition of the constituency on 
‘yhose opinion local government depends and the 
group contributing the major portion of its 
revenues, If at one time the owners of real estate, 
as a group, were sufficiently representative of 

the community as a whole to exercise an effective 
control over expenditure, it seems clear that in 


many places they are no longer able to do so to-day. 


ey 
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"Thus the necessary counterbalance to the urge to 
extravagance in government expenditure, viz., the 
universal unpopularity of tax increases, cannot be 
said to have been automatically effective, And 
without some controlling factor being introduced we 
do not believe any re-apportionment alone of 
revenues and obligations can be expected to be an 
enduring solution or truly constructive, 

We expect that your Commission will have avail- 
able the fullest information about the systems of 
municipal government existing in other countries 
and particularly in Great Britain, We do not think 
any useful purpose would be served by duplicating 
that information here or attempting by a detailed 
analysis to discuss in what respects the British 
system might Serve as a model for reforms in our own 
system. From our own experience, both as investors 
and as large taxpayers to a great number of 
municipalities, we are, however, convinced that 
reforms are necessary in the interests of municipal 

credit and municipal financing with particular 
reference to the incidence of taxation, and that if 
such reforms can be accomplished, they will remove 
serious obstacles," 
Section K. is a summary of the whole brief. 

"There are certain principles that should be 
followed if we are to have any sound system of public 
finance in Canada, no matter what division of 
revenues and responsibilities is provided in our 
system. We suggest that it would be of great 
benefit if your Commission would point out certain 
essentials, the disregard of which will render 
futile any plan to improve our public finances, 


We mention the desirability of proper account- 
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“ing systems, including the drawing of a clear line 
between current and capital accounts, and the 
establishment of uniformity in accounts as between 
provinces and as between municipalities, 

The balar.-*ng of the current account should be 
the constant objective of any government. While it 
may not always be possible to achieve, yet there is 
a serious danger in successive unbalanced budgets and 
our governments have been too prone to err in that 
direction, Similarly, it is desirable that a 
deficit should not be funded but should be treated 
as an expenditure to be met in the following year, 
Our aim should be to pay as we go, 

Borrowing on capital account should be confined 
to cases where capital assets are created, Emergencies 
may arise when this principle cannot be followed, as, 
for example, in the case of a war. We could not have 
met our relief bills during the depression without ° 
borrowing in part. Nevertheless, moneys borrowed to 
pay for unproductive expenditures constitute a 
dead-weight debt carrying interest that must be paid 
out of future production. Every effort should be 
made to face such issues and to tax as we go along, 
recognizing that we cannot continue to pass on to 
future citizens the burden of our present unproductive 
expenditures. 

In addition to confining capital account to 
asset-producing borrowings, provision should be made 
at the time of borrowing for the payment of it. Our 
provincial and Dominion borrowings have neglected the 
sufficient use of sinking funds or serial bonds, When 
an indebtedness is incurred, provision should start 
immediately for the retirement of it so that princi- 


pal repayments will be reflected in the current account," 
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COMMISSIONER ANGUS: In your experience, have serial 
bonds been more satisfactory than sinking funds, or other- 
wise? 

MR. LEONARD: In view of the fact that comparison 
is with respect largely to municipal debentures, I would 
like Mr. Fortin to express a view on that, 

MR. FORTIN: The Western Provinces, that is, the 
municipalities in the western provinces, have mostly 
followed the sinking fund type, The Eastern Provinces, 
particularly in Ontario, it has been the serial, I think 
there is something to be said for both types, The serial 
bonds often-times make the amount of principal repayment,.. 
inability to meet that,-the immediate cause of default, 
whereas had those particular bonds been on the sinking 
fund plan you might have been able to catch up and not be 
Forced “to default immediately, The difficulty with 
Sinking funds has been the nature of the investments, The 
money has been put out on risks, sometimes on equally a 
risky basis, = they have borrowed for other purposes, in 
the sense that good securities have been sold to carry out 


"Borrowings*, when and where there was no market, and where 


14S 


perhaps it would have been better if the borrowings had 
not been made, I feel it depends a great deal on.the 
purpose for which the borrowing is made, principally the 
life-time, Similarly the general question of the rate of 
interest at which you might invest your sinking fund, if 
any, Cur Canadian municipal sinking funds have been sinking 
funds to accumulate an amount to repay at maturity, 

rather than a sinking fund to purchase some municipality's 
own bonds and retire them, In a general way I think there 
is much to be said, - there are some cases where one is 
better, or the other is better, but generally speaking, in 
the recent refunding pians we have foliowed both types, 


In some cases we have used the sinking func, investment of 
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moneys being by way of purchasing a municipality's own 
debentures for cancellation. In effect, a Sinking rund. 
working serially, - a combination of both, - in Ontario 


_ 


adjustments we have borrowed on serial “onds on an annual 
schedule, In the Province of Quebec they have been on 
instalments, repayable by drawings varying amounts in each 
year » 

COMMISSIONER MacKAY: I understand in Saskatchewan, 
wiere (6 8, provineial control, = that is to Say, Control 
by the local government board over investments in sinking 
funds. 

MR. FORTIN: Yes, the local government board in 
saskatchewan controls both the purchase and the investment 
in sinking funds, or sale and change in those investments, 

COMMISSIONER MacKAY: In your opinion, has that been 
an effective way of controlling investments in sinking 
funds? 

MR. FORTIN: The unfortunate part has been that in- 
vestments made generally by sinking funds, not only in 
Saskatchewan, are now not liquid because of lack of 
confidence; in other words, the investments themselves are 
probably sound, but with the breakdown of faith in 
municipal debentures the sinking funds across the country 
are in difficulty, because of the non-liquidity of their 
investments, in turn, caused by lack of confidence, 

COMMISSIONER MacKAY: Saskatchewan is not a fair 
test of the system then? 

MR. FORTIN: No, because the investment in sinking 
funds in rural telephones. telephone debentures in villages 
and towns, under ordinary economic conditions prior to 
this depression worked out satisfactorily, but since there 
has been no crop, no means to pay “axes, there has been a 
large number of defaults in Saskatchewan, ~ that is, in 
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holders may not get their money, although whether they 
will get that money in the future or not rete Ns upon 
recovery. JI do not think we can say that investment in 
those securities has been bad or good, it all depends on 
the price. The whole thing is linked up in that Way. 

COMMISSIONER SIROIS: How does the system work in 
the Province of  3uebec? 

MR. FORTIN: Do you mean the system of adjustment 
or repayment? 

COMMISSIONER SIROIS: Repayment? 

MRestORTING, LL. thinkiit,is working pretty, well, It 
is only, of course, in recent years that the Quebec 
Municipal Commission really became active, I think it was 
about the same time as in Manitoba; whereas in Alberta 
and Saskatchewan they started about 1915 or 1916, In the 
Province of Quebec we havs had relatively littie 
difficulty with default, there have been perhaps four 
cities of no great size and the largest amount involved 
perhaps is about $3,500,000,to $4.000,000. in each case, 
What has happened is, a small number of municipalities 
in the newer parts of the province such as in the Lake St, 
John District and Gaspe Peninsula, where the breakdown of 
the pulp and paper industry cused lack,of..dmplojment, lack 
of wages, and therefore :inability to pay. Last week, for 
example, we adjusted one town in Quebec, and this week 
another city, leaving to-day only one city in default, 

MR. LEONARD: Reading from the middle of page 87: 
"On the whole our governments have had a 
bad experience in guaranteeing obligations of other 
organizations. As a result of a similar experience 
many. of the constitutions of the states to the 
south of us contain a prohibition against such 
guarantees. Unfortunate results have also followed 


the ventures of our governments into those parts of 
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"our economic field that are not ordinary functions 
of government. Generally such ventures are 
economically unsound, or they are in competition 
with private enterprises and are not as efficient, 
The history of government loans to farmers in 
Canada shows that the taxpayers have had to bear 
heavy losses without any contribution of much 
value having been made to our agricultural economy. 

There is a certain maximum limitation on the 

amount any government can raise by taxation, and 
also on the amouht it can borrow, To the extent 
that governments use their taxing or borrowing 
powers for purposes that can be fulfilled by 
private enterprise, they reduce their capacity to 
take care of those functions that can be performed 
by governments only. A disregard of that fact 

has helped to cause some of our difficulties in 
public finance in Canada. We beg to summarize our 
Suggestions as follows: - 

(a) That the Dominion Government appoint an 
Advisory Commission for the purpose of con- 
sidering applications by provinces for 
federal assistance, such Commission to 
function continuously in a manner similar to 
the Australian Grants Commission and to 
make recommendations to the Dominion as to 
grants, loans or guarantees, and the con- 
ditions and controls in connection 
therewith, 

(b) Pending such appointment, the continuance 
of temporary aid where necessary under the 
recommendation of the Bank of Canada, 

(c) While an amendment to the British North 


America Act is not necessary for the 
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"appointment of the Commission, it would 
be desirable to have an amendment similar 
to Section 105A of the Australian Common- 
wealth Act. 

(d) That in view of the importance of those 
functions of provincial governments that 
they have delegated to municipalities, it 
is most desirable that where municipal 
credit in Canada is impaired it should be 
strengthened, and while this may be 
primarily an internal matter in each 
province, it is also one of the facts to be. 
considered in dealing with provincial credit, 
Unemployment relief has been the immediate 

cause of nearly every municipal financial 
difficulty in the lest seven years, and such 
problems will continue unless there is an 
easement of the present burden where it is 
heaviest and a plan to take care of future periods 
of unemployment. We suggest also that there 
Should be more ade~uate provincial control over 
the physical character of municipal undertakings 
requiring capital borrowings as well as over 

the financial aspects of such borrowings. 

(e) A recommendation from this Commission as 
to the desirability of co-ordinating 
public finance in Canada, standardizing 
public accounts, and the classification of 
current, special and capital revenues and 
expenditures. 

(f) A recommendation from this Commission as 
to the desirability of maintaining credit, 
balancing budgets, borrowing for pro- 


ductive purposes only, providing for re- 
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"payment of loans through sinking funds or serial 
bonds, 

(g) A recommendation as to the importance of maintain- 
ing and respecting private credit so that it may be 
available at reasonable rates for the developing 
and maintaining full use of the nation's labour 
and natural resources through housing and other 
construction, 

We conclude by point out that while there are 
certain essential functions in a modern economy that cen 
only be performed by governments, yet the enhancement 
of the material prosperity of our citizens and the 
increase in their standard of living depends not so 
much on the expenditures of governments as it does 
upon the application of the labour, energy and 
intelligence of our people to our great natural re- 
sources, with the assistance of the credit afforded by 
their own surplus savings." 

THE CHAIRMAN: The brief will be filed as Exhibit No. 272, 
and the Appendix as.Exhibit No. 273, 
EXHIBIT NO. 278s Brier of The Dominion 
Mortgage and Invest- 
ments Association. 
BARDBL NOG] Oo: Appendices to Part 11 
Of Brier of Phe 
Dominion Mortgage and 
Investments Association, 
BY MR. ST. LAURENT: Q. Mr. Leonard, in view of the fact 
the brief deals with both public and private credit, there 
are one or two questions I would like to ask. The view 
taken by your Association is that there is a point beyond 
which the public credit cannot be stretched? 
A, Yes, Mr. St, Laurent, 
Q. And that it is in the public interest to have such safe- 


guards as to the use of public credit as will conserve it 


for really essential purposes? A. Yes, Mr. St. Laurent, 
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Qe And one of the means suggested, would be this 
Advisory Commission, that might have to do with all such 
cases where provincial or municipal institutions would 
require the backing of the public credit at’ large. A. Yes, 
Mr. St. Laurent, 


(Page 6990 follows) 
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MR. ST. LAURENT; Taking the caso of provincial 
borrowing and municipal borrowing, on page ea Wee would 
appcar that with respoct to municipal borrowing, for instance, 
your companies have about 15 por cent of the outstanding 
amount of municipal debenture debt» 

MR. LEONARD: Yes. 

MR, ST, LAURENTs Can you give us any indication of 
what percentage of this debt would be held by institutions 
Similar to those in your organization, but not forming 
part of your organization? 

MR, LEONARD: iienG Lragain ask if Mr. Fortin could 
deal with that question? 

MR. ST. LAURENT: I think it might be of value w have 
the information if it is available, 

Mis PORTINe “LG is very hard to say, Mra St. Laurent. 
There are some cases where institutions might 
80 per cont. There are other cases where they may only 
hold 6 per cent. It depends upon the character of the 
municipality which borrows. There are some municipalities 
whose borrowings will be almost entirely in the hands of 
private individuals. 

MR. ST. LAURENT: Yes, but taking the bulk, what 
percentage for instance of Canadian life insurance funds 
is in the companies forming part of your organization? 

MR. FORTIN: It is just about 100 per cent of those 
companies doing business in Canada. 

MR, ST. LAURENT: So that practically all the life 
insurance =» 

MR. BORTIN: Yos, it is not entirely 100 per cent 
membership but we are in touch with all of then and we 
endeavour to contact them on each individual case» 


MR. ST. LAURENT’ Yes, but would this 15 per cent 


that is expressed on page 61 represent the holdings of 
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municipal debentures of practically all the life insurance 
companies doing business in Canada? 

Mis FORTIN: I will say, yes, practically ali of it. 

MR. ST. LAURENT: ‘Then that class of savings would 
not represent substantially more than 15 per cent of the 
holdings of the municipal debenture debt? 

MR. FORTIN: 2 do not think so, no, not taking a 
cross section. 

MR. ST. LAURENT: Have you any even approximate 
figure as to what proportion of the municipal debenture 
debt might be in the hands of the chartered banks? 

MR. FORTIN: No; I have not. It is a fluctuating 
quantity, depending on general economic activities. Their 
investments as a rule are in the form of short term loans, 
they are there in effect temporarily, and go in and out, 

MR. ST. LAURENT: What was running through my mind 
was this if companies subject to federal control were not 
going to be interested in an issue, would it be practical 
to make the issue, or is the participation of your 
companies and of the chartered banks almost essential to 
the success of any issue? 

Mk, FORTIN: No, I Go not think so at all, sirs 

MR. ST, LAURENT: You donot think it is? 

MR. FORTIN; No. 

MR. ST. LAURENT: You think there would still be a 
field £rom which the provinees and the municipalities could 
borrow, even though your institutions and the banks did 
not look upon the borrowing as a proper thing to do at that 
time? 

MR» FORTIN: As far as municipalities are concerned 
our non-participation would have an effect put it would not 


prevent the loan being placed and sold. It would have an 


effect. 
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MR. ST. LAURENT: It would have an ocffect. 

MR. FORTIN: Oh, yes. 

MR. ST.» LAURENT: I was wondering whether the aie te 
ion was such that if this Commission wero empowered, perhaps, 
to determine what bonds, provincial or municipal, would be 
legal investment for companics under federal control, that 
would in effect afford a check on the use of borrowing 
powers. 

MR. FORTIN; I think it would. It would have an 
effect and would be a chock, but thore are of course many 
investments which arc legal investmonts and not necessarily 
an investment in which you caro to participate. 

MR. ST. LAURENT: No, but in connection with any 
large issue of bonds would it be found by houses handling 
them that they wore not a safe thing to undertake unless 
they folt they could placc them with members of your 
organization and with other concerns subject to federal 
control’ 

MR. FORTIN: Yes, in large issues if our institutions 
do not take a part of tho large issuc, the bonds simply 
stay on the shelf, and that has an cffect. 

MR. ST. LAURENT: But cvon without agreoment would it 
not be possible to havo a commission that would exercise 
such control over the investments that might be matte by 
the members of your group and by chartered banks and by 
other organizations that are subject to federal control, that 
would to a certain degree be effective. 

MR. FORTIN: I do not know just how to answer it, how 
to visualize what would happen in cases like that, because 
after all investments are a matter for individual companies. 

MR. ST. LAURENT: Well, I note here, perhaps Mr. 
Leonard could help us here, the opinion is expressed that 


government loans to farmers have in the past proved to be 
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very costly. 
MR. LEONARD: Yes. 


MR. ST. LAURENT; That has been the Canadian experience? 
MR. LEONARD: Yes. 


MR. ST. LAURENT; And I think it is perhaps not 
exclusively Canadian. 

MR. LEONARD: Yes, the United States experience. 

MR. ST. LAURENT: It has becn the United States 
experience as well, If a large loan running into @ great 
many millions were being offered for the purpose of, in 
part, making advances in the form of government loans to 
farmers, and such a loan was not acceptable to institutions 
such as those that belong to your organization, and was not 
sonething that the chartered banks could handle, would it 
be possible in our Canadian market to place such a loan? 

MR. LEONARD; It would be extremely difficult in any 
loan of any large size. 

MR. ST. LAURENT: A loan of any large size really 
requires the cooperation of the banks and the cooperation of 
such companies as belong to your organization. 

MR. LEONARD: Yes, that is true, Mr. St. Laurent. 

MR. ST. LAURENT: Well, that is something that 
constitutionally might be provided for without the c°oper- 
ation of the provinces and municipalities. Chartered banks 
and the companies having federal licenses could be 
restricted in their investma ts» 

MR. LEONARD: Of course they arc now, Mr. St. 
Laurent. . 

MR. ST. LAURENT: Yes, but there could be a restrict-~ 
ion that would require probably -- 

MR. LEONARD: Directed towards requiring a sounder 
financial statement from the issuing body, is that the 


point? 
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MR. ST. LAURENT: No, but there could be, I 
presume, constitutionally a requirement that these 
federally controlled investing units would not invest 
in something, the idea of which had not been approved 
by an advisory commission. 

MR.~LEONARD: That igquite correct. 

MR.ST.LAURENT: And that might put quite an 
eifective check upon the use of public credit. 

MR.LEONARD: Quite, Mr.St.Laurent:. 

MR.ST.LAURENT; With respect to private credit, 
here again there is this feature that experience has 
shown that ith:s not been economically sound for the 
government to provide this credit to individuals. 

MR.LBONARD: Yes. 

MR.ST.LAURENT: It has to be provided as a straight 
matter of business by investors dealing with the 
private borrowers. 

MR.-LEONARD: i think that is correct. 

MR.ST.LAURENT: And the view is expressed here 
that the Western provinces will require further private 
eredit to a considerable extent. 

MR.LEONARD: Further credit. 

MR.ST.LAURENT: Credit to individuals I mean. 

MR.LEONARD: To individuals, yes. 

MR.ST.LAURENT: To a considerable extent. 

MR-eLEONARD: Yese 

MR.ST.LAURENT: And the past sxporionce has been 
that the cost of handling the lending to individuals 
in the West has been about one per cent higher than in 
Ontario. 

MR.LEONARD: Not quite that, a fraction of one per 
cent. 


MR.ST.LAURENT: I understood you to say that one of 
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the companies that had a very substantial volume and 
whose affairs were handled probably more economically 
than might be the average, showed a cost of one and a 
half per cent? 

MR.LEONARD: Yes, the average excess in the West 
over the Ontario was, I think, about half of one per cent, 
Over. a period.of.time. 

THE CHAIRMAN: Wac it in the reference you made to 
the banking and commeres committees evidence? 

COMMISSIONER DAFOE: There are some figures on page 
36. 

MR.LEONARD: No, on page 32, in the third paragraph. 
The excess annuai cost of the prairie provinces over 
that of Ontario during a period of cighteen years has 
been .53%. Of course that is made by a variation running 
some considerable spreads. 

MR.ST LAURENT: On page $5 the actual expense shown 
from the experience of the company you refer to was 
approximately one and a half per cent of the principal 
MOUNT e 

MR.LHONARD: Yes, that happened to be another company. 
It is just a check. There are variations there, but I had 
been dealing with the cxperience of one company which 
was .53% and on page 36 refercnce is made to another 
company where the spread was a full one per cent; that is 
right. 

MR.ST.LAURENT: So something varying betwcen half and 
one per cent ig the spread between the actual cost of 
handling the investment. 

MR.LEONARD: Yes, over a period of time. 

MR.ST.LAURENT: That, I assume, on a straight business 
basis would have to be reflected in the rate taken from 


the western borrower? 
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MR.LEONARD: Yos, it is reflected to a great 
extent by the question of volume. The moro moncy that 
can be handled the losscr the cost, and the question of 
volume is, in turn, dependent upon the question of risk. 

MR.ST. LAURENT: And the statement in the appendix, 
page 17, shows what was the actual cost to the investing 
company of the money obtained from other sources. 

MR.LEONARD: Yos. On the issuc of Canadian 
dcbontures, issued tm the public in Canada, and on 
sterling dcbontures issued in Great Britain. 

MR.ST.LAUREINT: And that actual cost variod in 
the period from 1919 to 1931 fmm 5.79% to 4.09%. 

MR,;LAONARD: Yos, Mr.St.Laurent. 

MR.ST.LAURENT: So the average there would be 
probably something like 52%. 

MR.LEONARD: The average is set out at tho bottom, 
52200. 

MR .ST. LAURENT: For Canadian debentures, and 5.53 
for storling debentures,» 

MR.LEONARD: For sterling dcbcenturcs. 

MR.ST.LAURENT: That would be the whohesale cost 
to the investing company to which there would have, on 
a business-like proposition, to be added £ts cost of 
lending, re-lcnding the money. 

MR. LEONARD: Yes, of collecting. 

MR.ST.LAURENT: And something for its risk of loss. 

MRL LEONARD: Yos, and collocting. 

MR.ST.LAURENT: Some proportion, I supposc, or it 
would not bo in tho business, for its own profit. 

MR.-LEONARD: Yes, quite. 

MR.ST.LAURENT: A quostion was asked, Mr.lconard, 


about the advisability of there boing some constitutional 
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amendment where, under the provinces, you would havo 

the unquestioned jurisdiction to deal with municipal 
re-adjustments. Is it possible that perhaps the 

position of the investor may be a littlo safer as it 

is, with there being some question about the unquestioned 
jurisdiction? 

MR.LEONARD: Tho only question that I know of 
that really arises in connection with the constitutional 
question involves whether a certain eloment of comulsion 
can be put upon ereditors and from that standpoint, in 
the broad interest of municipal credit, it is not 
desirable to push that to too great a length. 

MR.ST.LAURENT: The situation at presont is that it 
is being done. 

MR.LEONARD: Yes. 

MR.ST.LAURENT: And it is being done along what both 
partics consider to be fair lines. 

MR.LEONARD: Yos, we oursclves have never had any 
occasion to raise a straight issuc that would call 
for litigation on the question of the constitutional 
phase. 

MR.ST.LAURENT: And in your opinion would there be 
any voeflection on municipal credit if the situation was 
such that it was open unquestionably to the provincial 
legislatures everywhere to reduce interest or reduce 
principal without consulting the holders of the debt? 

MR. LEONARD: I think there would be some cause for 
concern under the present situation in some provinces. 

MR.ST.LAURENT: I belicvve you said that there were 
some threc million investors in life insurance savings 
in Canada? 

MR.LEONARD: Tho figures are quoted from the bricf 


the life officers put in, in which they referred to 
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threo mi Llion-and ea half policy holders. 

MR.ST.LAURENT: Then practically all those invostors 
in lifc insurance savings woulf be interested in the 
companics your organization represents? 

MR.LEONARD: Yes. 

MR.ST.LAURENT: And what proportion, or can you 
give us any indication of what proportion of this 
life insurance business is on a participation basis? 

MR.LHONARD: Mr.Lithgow informs me that his estimate 
would be, roughly, 80%. 

MR.ST. LAURENT: 80% of the life insurance business 
on a participating basis. 

MR. LEONARD: Yes. 

MR.ST.LAURENT; ‘So that any loss whastsoever effecting 
the companies in your organization would be one that 
would have some effect on 80% of three and a half million 
people? 

MR.LEONARD: Yes, that is quite correct. It & 
reflected in the participating policies. 

MR.ST.LAURENT: That is all the questions I desire to 
ask, Mr.Chairman. 

THE CHAIRMAN: Mr.Leonard, just one question coming 
back to the point we discussed yesterday. It was 
represented to us in the west that having regard to tha 
serious condition of westem agriculture, due to the 
low prices for a number of years, and more particularly 
to the drought, that even the reduction in the rate of 
intcrest which has been made in Manitbba and Saskatchewan, 

if made in Alberta, would not restore the agricultural 
economy of the provines to a sound working basis, that 
the losses to the farmers had been so great during that 
period, and the necessity for rehabilitation would involve 


something more than simply the reduction in the rate of 
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intorest to the point montioned, Have you any obscrva- 
tions to make on that? 

MR.LEONARD: Well, dcaling with the sie eae 
we can make some commcnts as to the probable outcome 
with a little more confidence,shown in Manitoba or 
cvon in Saskatchewan it scoms to us quite dcfinito 
that there is not a debt problem that cannot be worked 
out as botwecn the debtors and the creditors, with 
reasonable co-operation from the Government; that the 
present amount of debt, the present interest rate, is 
not, 1m the genoral pleture, beyond tho ability to pay, 
Sccuming. any Kind of a normal poriod of crops and prices. 
If we are to have a continuation of the conditions of 
the last few years it is impossible to predict what might 


happen. 
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ihe adjustment which has been made and the method pro- 
posed, more important the method which has been adopted, 
to meet this problem, the cooperation as between the 
governments,debtors and creditors, has been very 
constructive. The results achieved in Manitoba last year 
where a crop was oitained, for example, were excellent. 

I think this is so , from everyone's standpoint, I think 
the same thing would have been true in Saskatchewan had 

a crop been obtained in that province last year. Not- 
withstanding that a crop was not obtained, and notwith- 
standing that in many individual cases there is bound 

to be adjustment, wacther Lu is a question of the interest 
race ox arrears of interest, there still has to be a con- 
siderable amour; of debt adjustment. If we had a period 


such as that from 1921 to 1932, with prices around those 


prices or even a little less, western agriculture: could 
carry the present burden of western private mortgage debt 
on its present basis. At least, that is our view. 
THE CHALRMAN: We thank your Association, Mr. Leonard, 

for preparing a very important brief dealing with some 
of the grave and urgent matters which this Commission 
is called upon to consider, The brief will receive the 

careful study of the “embers of the Commission. 


The British-~Israel-Wor.d Federation has presented a 


brief to the commission, and, I believe, tnsy are content 
just to have it filed. 
MR. FOWLER: Wr. Springett is here to file it, my lord. 


MR. SPRINGETT: MR. Chief Justice and Gentlemen of 


the Commission: May I express my appreciation of the fact 
that you allow me to appear before you at this time. I 


will present the brief with one single remark. My remark 
is this, in view of the fact that it seems to be impossible 


as a result of the suggestions which have already been made 


“CLG Son 


Th 
Po 


+ 


ghetqohs “96? 


i a or 
+e Bus oben need BES 16 fw Sehanveute 
i 7 


set Laltw foddem eis dastogns: OOM _~ Dee 


+ 
: im 
eit moons ed s polbfsiedice eat ~Melecsg eidy Yes 
seis aa? We bb © R 
‘ e004 (BH5 f at bets nee wry sal 7 stmecurts ay ros 
tsey 7248. Fimem | sveldos atdiveer ent ov itourtdes | 
: . a? 
,tnelfoox ror .bents sByr GOtO B OTL 
e 
~ F oe 
#94 i “ 9) D < Yrove ois : ._ wee J: 4 As unidg a : 
o 
he aia ate i . € i ‘ itp sin Se end 
oo ae L ‘ ei 7 rs Bi oe if « d GoTo 8 
mpi? » & faut pAthnataddaw’) 
Puro : vila ot tect gothness 
7 
jesrern: gsi if fmontautSe ad. od 
- _ » ~ 
“no & 2 “ Citta etter é i S2sSTie iO 6. BT 
ol Lo h a a O“T r oidetebie 
eso 
t . » E he 
Nass E pd eoesduy oft YRtee 
of wip | . ,~gensd taseeng 62 89 
¢ bt Bal ys # Edi a: . ‘ ! 2% awa - * nS * eich 
eet tu % a ry hi iP vats ie) 5 oa re Bg ig Tot 
qo tee teva rectdéeni etn bis evain ait TO 


tata. « tebicnoo. of doga bellag BF 


op eet ViSSs1 : ? 
fen haton ast. ein sje %6 vbote Leteree 
baTil af rors art W-feerul+de PPR Ome 
$retroy ata ce ; rimmoo edt ov Ysttd 
yada 6¢ taut 
~piol vi 3 ery : ; WUT 

to semelice Ais SOL i + Ti TOMIBSE 
PORT 6: noltalos;q7é  «ifoteet eed pit: 
I ,a@i¢ eid fa voy © em val ff uOY gard” 
Staner Yi -saeeer sigite : Siw toixcd ef% *toqugtd. £2) 


@bsaa decd 


eld fesoum 


We BOOS Le , id wely « i. alae 


j ain $ a yl die ie ' 
exix# °65 ot siw Te im it to ~Lgeet a 


7001 


and those which are left to be made, for merely human 
wisdom to find a solution for the many problems which 
are confroiuting uc to-day, and which this Commission has 
to consider. We ask for your earnest consideration of 
the facts which we are presenting in this brief, and with 
that remark, I wish to file it at this point. 

THE CHAIRMAN: The brief will be filed as exhibit 
number 274, 

EaHIBIT NO. 274: Brief of the British- 
Israel-World Federation 
(Canada). 

THE CHAIRMAN: In our sittings in Victoria, I 
entered upon the record on the closing day of the session, 
a telegram from Mr. Robson, President of the B.C. Lumber 
and Shingle Association, which was in t’7 form of a 
protest against the brief filed by the Yemcouver board of 
Trade, lt received that protest on the morning of the twenty- 
fourth, sand I wired Me. «Robson, as follows: ~ “Your 
telegram received, and Commission will read it into record, 
pending submission of your brief. Suggest, however, you 
should submit your telegram Mr. H. R. Macmillan permit 
him make any comment by telegram to be read into record 
at the same time." No comment was received from 
Mr. Macmillan up until the time we were closing our session 
and, therefore, just the telegram from Mr. Robson was read 
into the records On the following day, when I met 
Mr. Macmillan in Vancouver, he stated that “r. Robson 


had not shown him either the telegram which he sent to 
the Commission, or my telegram. He was, therefore, not 
aware that he would have the opportunity of giving an 

explanation or making any reference to the matter. I 


told him that under the circumstances he might send a 
written communication to the Commission dealing with the 
subject matter of Mr, Robson's telegram. 


I have now received a letter from the executive secre 
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tary of the Vancouver Board of Trade which deals at 


some length with the circumstances under which the brief 
was prepared and the care which the Vancouver Board of 
Trade took to sec that interested parties were consulted. 

& copy of the telegram which I sent to Mr. Robson 
will be filed as exhibit number 275 and the letter from 
the Vancouver Board of Trade, as exhibit number 276. 

EAE BIT ANOS 275: Telegram sent by 
the Chairman to 
Mr. Robson, 

MAHL DL heNGs'276: Copy of letter from 
the Vancouver Board 
of Trade. 

MR. FOWLER: Mr. Chairman, a short brief has been 
received by mail from the municipal district of Ray 
number 549 in-Alberta. This brief could be marked as 
exhibit number 277. 

I might say, Mr, Chairman, the brief deals with 
an Indian industrial school which is exempt from taxation 
within the municipality and the chaims based upon exempt= 
ion from taxation. 

EXHIBIT NO. 2773 Brief from the 
Municipality off Ray 
re Indian School, 

MR. FOWLER: There are elso two memoranda from 
Prince Edward Island Law Society dealing with the 
number of cases which have been hear@ from 1930 to 1938 
by the Court of Appeal in Prince Edward Island. There 
were 39 in the full court and ten in the court of appeal 
in equity. This might be marked as exhibit number 278. 

BAMLBIET NO. 378% Two memoranda fron 
the Prince Edward 
Island Law Society. 

THE CHAIRMAN: That is filed in answer to a question 
asked of the Law Society. The society was asked to 
furnish the informatiom. 


The next brief to be heard is that of the Canadian 
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Chain Store Association. It will be presented by Mr. J. G@ 
Johnston and Mr, Murley Smith, 

MR. JOHNSTON: Mr. Chatrmam and Members of the 
Commission: We have some supplementary material which 
haz been prepared since the original brief was printed. 

I suppose that it would be mare convenient to just read 
through the main brief and then pursues the supplementary 
material afterwards. Reading from the main brief, I quote: 

"The Canadian Chain Store Association appreciates 
the opportunity of submitting, on behalf of its 
members, some data about present modes of taxation 
in Canada that tend to impede the freedom of 
inter-provincial trade. 

The Chain Store Association is making this 
submission on behalf of 27 companies operaring more 
than 2,500 retail stores in the nine provinces. 
This is equivalent to approximately "9 per cent 
of the average number of chain store units operated 
throughout Canada in 193°. as shown by the Dom- 
inion Bureau of Statistics, Of the 445 companies 
reported by the Bureau as operating chain stores, 
the great majority are companies operating in only 
one province, and hence are not directly concerned 
with inter-provincial relations. Of the companies 
here represented, nineteen operate in more than 
one province, and two of these in every province. 
In Appendix A is given a list of our members with 
the distribution of retail units by provinces. 

It may thus fairly be said that virtually all 
the largest Canadian chain-store companies are 
members of this Association, as well as some 
small companies. With some few exceptions, our 
membcrship includes all chain-store companies who 


aro cngaged in inter-provineial trade. 
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7 x 
From this point of view we arc particularly 

concerned with forms of taxation that tendg tu 

impede trade between the provinces. We havc no 


protest to make, as an Association, about forms 


of taxation that are applicable to all incorporated 
companies or to all retail trade; but we believe that 
we are justified in directing your attention to 
certain discriminatory forms of taxation that are 
imposed by some provinces and municipalitics upon 
chain stores and not upon their independent competi- 
tors, 

It may be dcsirable to cxplain that there is 
no essential difference between the business conducted 
by a chain s*ore and that conducted by a competing 
independent retailer, Both are performing the 
necessary public service of distributing goods to 
the ultimate consumer and both are remuncrated for 
the service through their profits on the goods 
distributed, The efficiency with which the service 
is performed and the amounts of remuneration re- 
eei..ed vary among chain as among independent 
stores. 

The principles on which chain stores operate 
may be summarized in two sentences 

1, Central buying at wholesale or directly 
from producers and decentralized distribution 
through a number of retail units. 

2. Profits arising from 

(a) Spreading of essential overhead over a 
large volume of sales; 
(bo) Small profit per unit of sale and rapid 

turnover of inventory; and 

(co) With minor exceptions, dealings in cash 


with both supplicrs and consumers. 
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"Tt should be pointcd out that these principles 
of chain-store merchandising arc capablo of adoption 
by independent rctailors. For cxamplo, there are 
many indcpendent retailers, particularly in the 
drug and food busincss, who have formed what are 
known as voluntary chains, That is, thcy pool 
their purchascs from supplicrs and are thus able 
to secure the largor cash discounts that are recog- 
nized as legitimate earnings from quant ty buying. 


They advertisc cooperatively, thus reducing their 


advertising expense per store. Many of them have 
also adopted the “cash-and-sarry" system of doing 
business, thus climinating overhead cxpenses of 
credit and deliveries. 

thus, while for the sake of convenience, we may 
refcor to these principles as chain-store mercahndis- 
ing, bccaussc they were introéuced by thc chain 
stores, chain-storce morchandising is not a@ monopoly 
of whe chains butiissaedaptable tor7all types of 
retail busincss. 

Chain stores are mot a new invention, although 
they have developed rapidly in the period since 
the Great War. Improvement in transportation and 
communication, fostcrcd by motor vchiclcs and 
permancnt highways, has greatly contributed to this 
development. 

From the point of viow of the consuming public, 
the great achicvement of the chain-store system of 
merchandising has becn the reduction it has brought 
about in the cost of living. By eliminating 
expenses in the process of bringing ,,00ds from 
producer to ultimate donsumcr and by sharing the 
resultant savings with the consumer, chain stores 


have incercasod the purchasing power of the consuming 
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"public, to the advantage of all classcs of 
Canadian business, : 

In addition to passing on to the public tho 
benefits of economies developed in distribution, 
the chain stores have constantly striven to make 
their premiscs attractive and to maintain high 
standards of quality and style in the merchandise 
that they sell, We believe that it is the type of 
service given by chain stores, quite as much as 
their reasonable prices, that has made them 
acceptable to the buying public. 

In at least one feature of service, it must 
be admitted, the chain stores are at a disadvantage, 
compared with the independent merchant. The in-~ 
dependent merchant, operating his own business, is 
closely in touch with his customers and can 
give personal attention to their preferences. In 
a chain store, the contact between consumer and 
merchant is invariably through an empliyee. In 
smaller centres of population where business is 
generally on a more personal basis than in the 
citics, it is usual to find that customers prefer 
to patronize a local independent merchant rather 
than a ch¢in-store competitor, if prices, quality 
and service are equal, This prejudice is natural, 
and is a constant imccntive to the chain stores 
to improve their service. From this type of com- 
petition the public bencfits. 

It cannot be donicd thet the rapid development 
of chein-store morchendising in Canada was at first 


accompanicd by a certain amount of dislocation of 


retail tredc.* 
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I would add, whoicsale tradc. 

"Unfortunatcly, it has become tho custom to 
blame chain-storc compctition for nearly all tho 
troubles of independent merchants, whether or not 
this blame is faixty placed." 

THE CHAIRMAN: Mr. Johnston, whilc this is vcry 
intercsting, no doubt, the Commission is not concerned with 
how the chain store renders its services or in the particutar 
matters which you are outlining here, The only phase of 
this mattcr which comcs before this Commission, is that 

phase of it which deals with discriminatory taxation. 

I think, perhaps, you have made a sufficient gencral state— 
ment. JMIf there is any point which you would likes to 
specifically mention, we would be glad to hear it, but I 
think you might comc to the point of discrimination, which 
is the only phase of the matter directly concern: 2 the 
Commission, You sec, we are not called upon to pass an 
opinion upon the virtues or otherwise of the chain store 

es compared with the other store, 

MR. JOHNSTON: J think on this same pagc we do get 
down to that point. Beginning at the second scntoence of 
the first complete paragraph in the sscond column, page 
Da POs On 

"The result of this prejudice is that certain 
provinees and certain localitics have inflic’cd 
on chain stores spccial, discriminatory taxavion, 
thereby impcding their opcrations and at the samc 
timc prescnting to independent merchants an 
important competitive advantage. 

Romedy for this condition docs not lis. in, the 
courts in the prcescnt circumstanccGs. It would not 

Lic in the courts unlcss thcse local laws or by- 
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"purposc of thc tax was to eliminate or at icast 
to hamper chain stores. ‘tn iceveatens Lac cily. 
councils and locsl legislatures we have heard 
our protests dcrided because, as it has been stated 
bluntly on numcrous occasions, the chain stores 
should be climinatcd for the benefit of the local 
storc-kecpers. But the by-law, when passed, is 
cited as by-law for the raising of revenuo for 
municipal purposes. Courts, some of our most 
cminent lawyers have told us, will not consider 
newspaper reports of such debates, and there are 
no official reports of debates in legislatures 

or municipal councils to reinforces our contention 
that the purpose of the special tax is to affect 
adversely the ability of the chain store to. do 
business. 

It is generally recognized that taxes of all 
kinds are onc of the costs of doing business and 
that a merchant must recover them, as well as other 
items of overhead expensc, in the prices of the 
goods that he sells to the ultimate consumer, If 
taxes cannot be recovered in prices, the merchant 
either does not reccive a reasonable roturn from 
his busincss or sven may scll his merchandise at 
a loss. 

Membcrs of the Canadian Chain Store Association 
gre willing to pay all forms of taxes that arc 
imposed on retail business generally. They sympa- 
thize with the difficultics of provinees and muni- 
cipalitics in raising the revenue for necessary 
public scrviccs and are glad to contribute their 
share through tho medium of eny tax that is imposod 


upon an cquitable basis on all types of retail 


vr 
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"busincss. In paying taxcs cquitably imposcd, 
and so recoverable from ultimato consumcrs, mer— 
chants are really acting as collectors of rcevonuc 
for the taxing authoritics.* 

I think perhaps we might skip the next scction and 
start at types of discrimination, at the bottom of page 
threc,. 

I quote: 

"Wo shall not here attempt to describe in 
detail the various itoms of discriminatory logis 
lation against which wc protest. The relevant 
sections of the pra-inecial acts will be found in 
Appendix B of this submission. Here we should like 
to discuss bricfly the features of the legis-— 
lation that exert a discriminatory effect upon 
chain storcs. 

The discriminatory taxation against chain 
stores in Canada is of seven types, namely; 

1. A tax imposed by 4 municipality under 

authority delegated by the provincial legislature 
and graduated according to the number of units 
operetcd by a chain. Tho Montreal tax is an 
illustration of this typc. 

2. A tax imposed by a municipality uncer 
authority delegated by the provincial legislature, 
whereby e chain store within @ municipality is 

taxcd c cortein annuel sum without regard to the 
size of business or the typo of chain. Such 
taxes arc in foreo in scvcral Quebce municipalitics 
other than Montreal. 

3, A tax imposod by a municipality on chain 


storcs within its limits when the hoad office of 
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"the chain is situated clsowhorc., Qucboe City 
imposcs such a tax. 
4. 4 tax imposed by a province on the 
grounds of cxtra-provinciel ownership or control 
of the busincss taxcd. The New Brunswick tax is 


an cxample 
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a Die A tax imposed by a province and made equivalent 
to a percentage of the chain's gross sales within 
the province, This is the effect of the tax imposed 
by Prince Edward Island, 

6 6 A tax, such as is imposed by the Province of 
Nova Scotia, graduated in part according to the 
number of units operated by a chain within the 
province and in part according to the amount of 
gross business done by the chain, 

7 6 A tax of a fixed annual amount for each 
office or place of business within a province. This 
is the form of tax imposed by the Province of 
Ontario," 

COMMISSIONER MacKAY: With regard to Number 3, Mr. 
Johnstoy, is that tax actually in force or is it simply on 
the Statute Books? 

MR. JOHNSTON: That is Section 10 of The Corporation 
Tax Act, Last year they billed the companies,a few of them 
have paid, the others are contesting the Act on the ground of 
constitutionality. They have amended the Act this year, and 
I have a supplementary comment on it, 

"Examples of Discrimination 

In this connection, we may mention the fact that 
the City of Three Rivers, P.Q., is authorized by its 
charter to impose an annual tax of $2,000 on each 
chain store within the municipality. Although this 
tax has not as yet been implemented by a municipal by- 
law, this provision in the city's charter virtually 
gives it the power to prohibit chain stores from 
operating. 

While other municipalities of the Province of 
Quebec have not obtained authority from the Provinciel 
Legisleture to impose taxes upon chain stores as 


heavy as that authorized for “ree Rivers, in many 
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"cases the taxes imposed are so heavy as to inter- 
fere seriously with the ability of chesonern stores 
to operate at maximum efficiency. 

New Brunswick 

In the Province of New Brunswick the amount of 
tax payable by chain stores is not even stated in 
the Act, but is left to the discrction of the 
Governor-in-Council, who, to quote the wording of 
the Act, ‘shall from time to time determine the 
rates of taxes payable under this section and may 
impose different rates for different classes or kinds 
of business.’ © 

This paragraph refers to iast year's law; this year's law 
is slightly different, 

"We submit that such a delegation of taxing 
authority makes it possible for the Governor-in- 
Council at any time to establish such a heavy rate 
of taxation on extra-provincially owned retail 
business as to make any type of retail business a 
monopoly of residents of New Brunswick, 

By Order-in-Council passed October c0th, 1937, 
the New Brunswick Government set the rates of tax 
payable under the provisions of Section 10A of The 
Corporations Tax Act. Under this Order-in-Council 
companies, for the purposes of the tax, were divid- 
ede into tworclesses, MAM and"B". Class "A" 
companies include those engaged in the sele of food 
and in the sale of gasoline, oil and grease, Class 
"BY companies include those engaged in the sale of 
any other goods, chattels, wares or merchandise, 
The rate of tax payable by Class “A” companies begins 
at $100. annually for those having gross reteil 
sales of $25,000 or less within the Province and 


inereases by $100 for each $25,000 worth of.gross 
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"retail sales within the province. For Class "Bt 
companies the rate of tax are double Pete set for 
Class "At, 

The same Order-in-Council provides that in 
arriving at the amount of gross sales on which 
this tax is based the firm liable to such taxation 
may deduct from gross total sales either 

*(a). The amount paid for goods, chattels, 
wares or merchandise produced or manu- 
factured in the Province of New Brunswick, 
Ore 

°,b)} The amount received from sales of goods, 
chattels, wares or merchandise produced 
or manufactured in the Province of New 
Brunswick,’ 

While the effect of this provision is to re- 
duce in many cases the amount of tax payable under 
Section 10A. we contend that its effect is also to 
establish a protective tariff for the especial 
benefit of New Brunswick against the products of 
all other Provinces. The constitutionality ot 
this provision is therefore questionable, 

Prince Edward Island, 

The special chain-store tax imposed by the 
Province of Prince Edward Island has been framed so 
as to apply only to chains that are extra-provincially 
owned. Thus a chain store organization operating 
only one store in Prince Edward Island, but also 
operating three or more in other Provinces, is 
subject to the tax, while a chain store organization 
operating three stores in Prince Edward Island but 
none elsewhere is exempt. Thus the Act discriminete 
against chain stores not only in favour of the 


independent merchant but also in favour of the 
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"chain store orgenizations that are Loess tly 
owned." 

THE CHATRMAN: Are there locally owned chain stores 
in Prince Edward Island? 

MR. JOHNSTON; ‘here is one organization at leest, 
that has three stores and which does a considerable volume 
of business, 

Nova Scotia 

"The special taxation impoged upon chain 
stores by the Province of Nova Scotia is under 
Sections 16A and 16B of The Provincial Revenue 
(Corporations) Act. These sections apply only to 
incorporated companies operating or maimtaining two 
or more stores within the Province or whose goods 
are sold at reteil at two or more establishments by 
an agent or agents on commission or otherwise for 
the company. Sinc. the Act does not base the 
taxation of chain stores on the fact of extra- 
provincial ownership, it does not discriminate 
between two incorporated companies that operate 
chain stores. It does, however, discriminate be- 
tween an incorporated company that operates chain 
stores and a competing independent merchant, 

The independent merchant, if operating as an 
individual, might operate a larger chein of stores 
than the incorporated chain, and yet would not be 
liable to taxation under the sections cited, 

The Act also provides that if a company 
operates a store with a gross annual revenue of 
$150,000, it is deemed to be operating one store 
for each $50,000 of gross revenue. When the 
revenue exceeds $150,000 and is less than 
$750,000, it is deemed to be operating an addit- 


jonal store for cach $150,000 of gross revenue, or 
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"major fraction thereof, between $150,000 ana 
$750,000, If the gross revenue excceds $750,000, 
the compeny is deemed to be operating one additional 
store for each $250,000 of gross revenue, or major 
fraction thereof, over $750,000, This provision 
tends to defeat the operation of one of the cardinal 
principles of chain-store merchandising, namely; to 
earn profits through a small margin on a rapid turn- 
over of stock and thus keep the retail prices of 
goods as low as possible. Under this provision of 
the Act, the more successful a company is in 
increasing its volume of business, the higher are 
the taxes it must pay. 

The objectionable feature of this provision 
is that the amount of tax increases with the volume 
of business done, while the rate of profit in all 
business tends to decrease with an increase in 
volume, Thus a tax based on volume rather than 
Prorrs becomes in effect a restriction on mportunity 
of expansion, 

Ontario 

The Ontario tax of $50 annually for each 
office or place of business in Ontario applies, 
with certain exceptions, to all incorporated 
companies doing business in Ontario. It cannot 
therefore be contended that the tax is intentionally 
discriminatory against chain-stores, but its 
effect is discriminatory because it imposes on a 
chain-store unit a tax that an independent compet- 
{tor is not required to pay. A large independent 
store, for example, might do as much business 
under one roof as several chain-store units, but 


would be taxed less, 


Here, as in the case of the Nova Scotia tax, 
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"the tendency is to restrict the expansion of chain 
stores in their natural course of ayers and 
to encourege the expansion of competitors that are 
not chains. We feel that no restrictions should be 
placed on legitimete business expansion in whatever 
form it may develop." 

I will omit the balance of thet pege, Mr. Chairman, and we 
reach our conclusions on page 6, 
"In concluding this submission, we desir: to 
emphasize the following points: 

1, The members of the Canadian Chain Store 
Association, in their capacity of operators of 
chain stores, have no protest to meke ageinst any 
form of taxetion, Dominion, Provincial, or municipal 
that is levied on an equitable basis from all 
classes of retail trade, As Canadian citizens, they 
would welcome meesures of economy in governmental 
expenditure that would tend to decrease taxation, but 
as long as heavy taxes are necessary, they are 
willing to contribute their fair share, 

2e Taxes imposed upon one class of retail 
merchants and not imposed upon their competitors 
are inequitable because they interfere with 
freedom of competition. 

3. Taxes, such as those here described, ere, we 
submit, contrery to the intention of the British 
North America Act, which reserves to the Dominion 
Government the exclusive power of reguleting trade 
and commerce. 

4, Such taxes also appear to be contrary to the 
intention of the British North America Act where it 
limits the texing euthority of the provinces to 
*Direet Taxctionwithinthe Province in order to the 


Raising of a Revenue for Provincial Purposes." We 
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"submit that discriminatory taxation cannot be 
justified as being imposed purely for the purpose 
of reising Provincial revenue, 

So The effect of such taxes is also, we 
submit, contrary to the intention of Section 121 
of the British North America Act, which states 'All 
Articles of the Growth, Produce or Manufacture of 
any one of the Provinces shall, from and after 
the Union, be admitted free into each of the 
other Provinces, 

Os nouch texes tend to nullify the rights 
granted to companies that are incorporated under 
the provisions of the Dominion Companies Act. 

ve The prinsiple of discriminatory taxation, 
Ss exemplified in the Provincial Acts here cited, 
is dangerous beceuse, if these Acts are con- 
stitutional, they form precedents for future 
legislation that might conccivebly be used to 
refuleave and hamper all forms of legitimate 
business enterprise, 

We submit that legislative measures designed 
for the regulation of industries engaged in inter- 
provincial commerce are properly within the 
exclusive jurisdiction of the Dominion Parliament 
and that attempts to regulate such industries throu 
taxation constitute an abuse of the powers ohne 
taxation conferred upon the Provinces. 

RECOMMENDATION 

In the matter of setting railwey freight rates, 
it has been for many years a principle that 
discrimination is to be avoided, and any shipper 
who feels that he is boing discriminated against by 
any rate may present his case to the Board of Rail- 


way Commissioners. We suggest that it might be 
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"proper to permit cases of discriminatory taxation 
to be similarly brought directly before the 
Supreme Court of Canada by any person or company 
whose business is affected and that the Court 
should have the power to disallow any Provincial 
texrthatrus found to be discriminatory cither in 
effect or intent,” 

Sir, I would like to supplement that with some 
comments, 

‘Since the above paragraph was written, the 
Judgment of the Supreme Court of Canada has been 
handed down in "Re Alberta Legislation et alt. 
This important Judgment, while referring to the ex- 
traordinary expansion given to the recognized power 
of the Provinces to levy direct taxes for local 
purposes since the decision of the Privy Council 
my "Banke or loronto yw Lambe" 12, App, Cas 575; 
appears to establish that a provincial enactment 
which, though in form a taxing statute, is in 
fact directed to the frustration of an undertaking 
carried on by a Dominion Company, is ultra vires of 
&@ provincial legislature which cannot use its 
special powers as an indirect means of destroying 
powers given by the Parliament of Canada, 

The decision appears to hold out some hope of 
relief for chain stores against unequal and 
discriminatory provincial tax legislation of the 
kinds referred to in this Brief. Such legislation, 
while in the guise of taxation for provincial 
purposes, appears increasingly revealing as it real 
objective the compulsory withdrawal of chain stores 
from the business field, 

Reference is being made to the most recent 


legislation of the Province of Quebec whereby grocery 
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"legislation of the Province of Quebec whereby 
grocery and variety chain stores in the City of 
Montreal may be required to pay a special tax, 

not paid by their independent competitors, of 
$1,000 per branch upon all branches over the 

number of ten. (We are informed that the by-law 
was passed by the City Council this morning) It is 
an undoubted fact that the chain grocery stores of 
Montreal cannot afford to pay in addition #0 all 
other taxes which they must pay in common with 
independent grocery stores, a discriminatory tax 

of $1,000 per branch. It is very doubtful whether 
chain variety stores can afford to pay an 
additional special tax of this magnitude. The 
Situation which will arise in respect to grocery end 
variety chain stores in Montreal if this taxing 
power be taken by the Montreal City Council is on 
all fours with the situation which faced the Banks 
of Alberta under the proposed Alberta Act re- 
specting taxation of banks. With reference to this 
proposed Alberta legislation, Sir Lyman Duff on 
page 103 of the reported Judgment says; 

‘In our opinion, it requires no demonstration 
to show that such a rate of taxation must be pro- 
hibitive in fact and must be known to the Alberta 
Legislature to be prohibitive. It is our duty, as 
Judges, to take judicial notice of facts which are 
known to intelligent versons generally, and any 
suggestion that the profits of banking as cerried on 
in Canada could be such as to enable Banks to pay 
taxes to the Provinces of such magnitude, having 
regard to the other burdens, such as municipal rates, 
which are levied upon them in Canada, as wellas the 


taxes vaid in foreign countries, would be incontinently 
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rejected by anybody possessing the most rudimentary 
acquaintance with affairs,'" 
With particular reference to the Montreal tax by-laws 
we say this: 

"In the session of the Quebec Legislature 
which was prorogued on April 12th, the City of 
Montreal charter was amended to enable the city 
council to impose an annual tax of {$1,000 per food 
store or variety store for all stores over ten under 
one ownership. From five to ten stores inclusive the 
tax may be $500 per store, and $100 per store from 
the second store to the fifth, inclusive," 

The owner of one grocery store would be exempt from this 
Special tax,and the owner of one butcher shop would pay 
$502.00. 

"Our information is that the City Council to- 
day (April 26th) will give first and second reading 
to a by-law imposing this scale of taxation, 

Montreal's spyeci2l chain-store tax came into 
existence in May, 1933, with a levy of #150 on 
chains of twenty or more stores, and sliding scale 
up to that amount and number beginning with the 
second store... In May, 1935, the tax was more than 
doubled, with a sliding scale from the second to the 
tenth store, and 300 per store above that number, 

The result of the probable ene oe is thet one 
company which at one time operated 42 stores within 
the city proper is at the present moment operating 
only fourteen stores in the city and we are informed 
today that an additional five stores will be closed 
before Saturday, April 30, to avoid the maximum tax 
of {1,000 which will come into effect in all 
probability, on May lst. 


Another company operated 82 stores in Montreal 
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“prior to the existence of any special tax, 78 
stores under the maximum tax of $150 per store, 
and 64 stores under the existing tax of $300 per 
store, We are informed that some other stores 
will be closed before next Sunday when the new 
tax is expected to come into force, 

This latter company's record of total taxes 
paid to the City of Montreal is as follows: -" 

Lao “uot need to read that in detail, 

THE CHAIRMAN: No, we have it before us, 

MR. JOHNSTON: You will observe that tax more than 
doubled up to 1923, then dropped, due to the wholesale 
closing of stores, Then in the second paragraph we direct 
the Commission's attention to the drop in ordinary taxes 
paid by this Company; that is, the taxes paid other than 
the special tax dropped from $16,249,29 to $11,574.84, 
due to the closing of stores, of course, 

"This decline in total tax payments took 
place, it will benoted ina period-of years when 
the rates of municipal taxation were generally 
increasing, in Montreal as elsewhere," 

Prior to the $150 special tax they paid $136,749,00. 
Fent, prior to the existence or the tex, - In 1957 thet 
rental dropped to $87,105.20. 

"We do not know, at this date, as to what 
rent landlords are receiving from new tenants. We 
do know, however, that three of the stores are still 
vacant and that a fourth is partially vacant, 

If this new tax of $1,000 per store is finally 
established as a legal tax, and is retained by 
the city, there will be few chain foodstores in the 
City of Montreal and the opening of additional 
variety chain stores will be retarded. Food chains 


cannot afford to pay a tax of $1,000 per store, and 
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"even a smaller tax is a very serious. burden. This 
is evident when one realizes that the largest 
Canadian food chain in its best days prior to 

1951 enjoyed a net profit of only about $1,000. 

per store per year, 

The discriminatory chain tax is not, in fact, 
an answer to the demands of those who would 
destroy efficiency for the benefit of inefficiency, 
In the United States there have been established so- 
called super-markets wherein an immense volume of 
business is cone under one roof so that a dis- 
criminatory tax is small in relation to sales, 

The history of the new Montreal tax is 
interesting in that it was not proposed by the city, 
but introduced by a member in the private bills— 
committee of the legislative assembly at Quebec, 
This was, at the behest, we understand, of private 
individuals, The assembly committee rejected the 
amendment, It was reintroduced in the legislative 
council and passed, and Jater confirmed by the iower 
house. The legislative council the following day 
was, perhaps surprisingly, of another mind, for 
it then rejected on the same arguments a $1,000 
tax requested by the City of Quebec, 

"Since this present submission was prepared 
and printed in March, the Legislature of the 
Province of New Brunswick has repealed Chapter 16, 
Revised Statutes 1927, "The Corporations Tax Act', 
and amending Acts, and passed a new Corporations 
Tax Act. It has therefore been necessary for us 
to prepare some supplementary observations on the 
new Act. The Act is not yet available in its 


printed official form, but we have received a type- 
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"written copy which we believe is accurate, 

Under the new Corporations Tax Act of New 
Brunswick, special taxation of chain stores is 
provided under Section 19, which reads as follows:" 
not take your time by reading that section, 

"It will be observed that one of the 
objectionable features of the previous Act has been 
dropped, namely, the establishment of extra- 
provincial ownership of chain stores as the basis of 
their taxation, The new Act, however, is still 
discriminatory in that it provides under Section 
19 only for the taxation of companies operating 
chain stores. Presumably, an individual operating 
a chain of stores, or a number of individuals 
operating as a ‘voluntary chaint, are free from 
taxation, under the Section quoted, 

ape new Act, 10 Wille pe opserved, also 
delegates to the Governor in Council the authority 
of fixing the amount of tax to be paid annually by 
a chain-store company operating in New Brunswick, 
To the best of our knowledge, no Order-in-Council 
has yet been passed establishing the amount of the 
chain-store tax. We ar-~ therefore in the position 
of knowing only that we may be subject to heavy or 
even ruinous taxation, if this should be the desire 
of the Governor in Council, 

From Section 19, subsection (2), here quoted, 
it appears that the Governor in Council hes the deleget- 
ed authority to fix different rates of taxation for 
@ifferent classes of chain-store business. It is 
thus in the power of the Governor in Council to use 
chain-store taxation as a device to give New 
Brunswick indevendent merchants a competitive 


advantage over chain-store units operated by incor- 
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"porated companies,” 

THE CHAIRMAN: Mr. St. Laurent, have you any 
questions to ask? 

MR. ST. LAURENT: I think Mr, Johnston has made it 
quite clear that the contention is this is not really 
taxation but an indirect regulation of trade and commerce, 

THE CHATRMAN: The brief will receive careful 
consideration, thank you. It will be marked as Exhibit 
No. 279. 

EAI BIT NO. 279. Brief of Canadian 
Chain Store 
Association. 

EXHIBIT NO, 279-A, supplementary 
Statement to brief 


of Canadian Chain’ 
Store Association, 


(Page 7026 follows) 
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AFTERNOON SESSION 


The Commission rosumcd at 2:30 P.M. 
THE CHAIRMAN: Our first brief this aftcrnoon is 


that of the Canadian Importers and Traders Association, 


Incorporated, of Toronto. Who will present the brief? 
MR. G.E. SMITH (President): Mr.A.0. Thorne, the 

secretary-managor of the Association will present tho 

brief. 
MR. A.O. THORNE ; Mr.Chief Justice and gentlemen: 

"In this brief the Canadian Importers & Traders 

Association has dealt principally with the 
question of taxation by customs tariffs, salcs 
tax and excise tax as applied to imports, and 
have endeavored to show how the burden of such 
taxation is not equitably distributed over the 
several Provinces of Canada. 

We believe it will be admitted that any 
benefits accruing from the present tariffs are 
largely for the advantage of the manufacturers 
of Ontario and Quebec and that the other Provinces 
of Canada, especially those in the West, must pay 
tribute in the form of higher domestic prices for 
their instruments of production and for the 
necessities of life, in return for which they 
reeccive no compensating benefits. This also 
applies to the primary industries in all provinces. 

Being largely producers of primary products 
their prices are fixed to a groat extent by world 
prices. So they arc in this position, they must 
sell on a world market but must buy in a highly 
protected markot. As a result, the primary producer, 
dependent as he is toa great degroe on export 


business, is handicapped by this highor cost of 
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his necessities, which is in turn added to his 
cost of production, making it just that much 
harder to mect world competition. He is then 
faced with the alternative of a loss of markct 
or lower returns on his labour, and which is mot 
either by lower profits or wages, usually the 
latter, to enable him to mcct this competition. 

Even tho Canadian manufacturer is drawn into 
this picture since the lowering of the standard 
of living and lesser buying power among the 
primary industries is reflectcd in a shrinking 
of his home markets. It would sometimcs scem 
that Canadian manufacturers prefor large profits 
and lower production rather than smaller profits 
on greater produetion. Unfortunately this 
philosophy is cumulative in its effocts and 
their domestic markets are progressively reduced. 

From this it would appear that taxation by 
tariffs, bears more heavily on one province than 
on another and upon one class of produccrs than 
upon another. 

While no doubt high protection induces the 
starting of industries and creates labour, this 
is largely at the expense of a far larger numbor 
of our workers, than those directly bcnefited. 
Those engaged in manufacturing industry numbered 
505,158 in 1936, while thoso in other occupations 
not directly benefited by tariffs wore 523,592. (from 
report of National Employmont Commission) In 
addition to these latter there are the agricultural 
workers, approximately 1,128,154 persons who 
benefit least of all from tariffs. (Canada Year 
Book 1937.) 

The following figures havo been quoted by 
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the proponents of highcr protection, as indicating 
that the avorage tariff rate is quite tee These 
arc quite misleading as they: only show the ad 
valorem ratcs and do not take into account tho 
special dutics, cxcisc tax, nor the addcd protcct- 
ion afforded by such deviccs of administration, as 
valuations and spocial or dumping dutics. If 
there wore availablo statistics, thoy would show 
that the porcentage rate on all imports, into all 
but the contral provinecs, wuld be considerably 
higher than tho 13.7% as shown for 1936 ovor tho 
vholo of Ganada, for the reason that many raw 
matcrials and parts for manufacturers are on tho 
free list or entor at special low rates." 
Is it necessary to road those figures? 

THE CHAIRMAN: No, we have them before us, Mr.Thorno, 
MR.THORNE: "This wo think confirms our contention 
that tho contral provinces are the groatcst 
beneficiaries of thc tariff systcm. 

The net valuc of production in Canada in 1935 
was by manufacturcrs $1,016 ,623,522, and by 
those not dircctly bonofited by tariffs $1,378,097,166. 

The total oxports in 1936 wero’ $797,815,231, 
manufactured products accountod for $201,331,812 
the balance $596,483,419 boing primary products. 

These figures would indicato that thc value 
to the country of our primary industrics is much 
grcater than aro the protcctod industrics. Also 
that a largcr percentage of our primary products 
arc dcpendcont upon tho worlds markets, than are 
our manufacturcs. 
It may bo e platitudo to say that cxports 


depend upon imports and that wo sell whore we buy; 
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it is novortholcss true and a curtailment of 
imports by mcans of high tariffs must aren irene 
and incvitably bring a decrcoasc of oxports. 

In our opinion a gencral lowcring of the average 
rate of tariffs would at least, amolioratc the 
present discrimination by taxation under this hcoad 
as between tho Provinccs. 

In suggcsting this we have in mind the welfare 
of tho greatcor numbor of our population, who are 
engaged in industries which can only remotcly be 
benefited by tariffs,anz.y,such benefits boing more 
than offset by the penalties imposed. 

We are not advocating free trade. That might 
be an ideal condition theoretically, if world wide, 
but we are sensibic that, under present world 
conditions some measure of control by tariffs is 
necessary and that they aro of value to the govern- 
ment as a source of rovenuc, 

We do however belicve that the prescnt rate 
of the Tariff could be lowcred without matcrially 
affccting the prospcrity of our legitimate manufac- 
turing industrics. 

It has alroady been pointed out, the average 
rate on dutiable goods is actually much highor 
than the figures quoted, namely 24.9% since this 
only refers to the ad valorem duties and does not 
take into account the effect of specific and excise 
duties and re-valuations for duty purposcs. In many 
casos the actual cost of importing goods amounts 
to 75% to 125% over and above the initial invoice 
values 

Surely thero can be no doubt that many of the 


present tariff rates, as applied, aro groatly in 
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exeoss of any moasure of protcetion that Canadian 
industry should or does require. 
Many of these exorbitant rates arco imposod 
on commoditics of a class or kind not made in 
Canada, or if madc, are in such limited rangos 
that they are sheltering under this class or kind 
clause, because of some gconeral similarity." 
THE CHAIRMAN: If thoy arc not madc in Canada, then 
would not that be a duty for revenuc? 
MR.THORNE: As a matter of fact it is not so, sir. 
It is in a sense but it is apparently not based on that. 
The pOint is if there is a goneral similarity it has been 
Neild oy, the variit board that ito thine Js of a general 
elass, a very broad class,that it is equivalent to a 
class or kind mado in Canada. 
THE CHAIRMAN: Thank you. 
MR.THORNE: "Wo aro satisfied that if 2 survey wero 
made of cxisting industries it would be found that 
there were a number of these which, because of our 
limited population and because of the nature of the 
processing, require a volume of production cntiroly 
beyond reasonable expectancy. This Association 
believes that the government would be woll advisod 
to allow such commodities to enter Canada freoly 
from those countries where large scale production 
and skill already ecxistS&, rathor than bolster up 
such uneconomic industries at tho oxponse of the 
consumer. 

There are examples of such industrics being 
established under the protection afforded by in- 
ordinately high duties. For instance, it was 
stated at a Tariff Board hearing that thc wool folt 


hood industry in Guelph was started bocause of the 
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extraordinary protection afforded by a fixod 
value on imports, 

in the cyes of some, the chicf virtue of high 
CEriits is tho croation ‘of more factories in the 
country. We question the wisdom of adding 
industries by such artificial stimulus, particularly 
by the use of borrowed capital which mocns a drain 
on our resources by way of intcrest, and dividends 
to forcign owners. 

It is admittcd that many of these industries 

(often branches of foreign firms) arc doing a fair 
volume of cxport businoss, in many instances bocause 


po 


of preferential Empire markets. Here again the 
Canadian consumer ‘pays the shot,' his price being 
boosted by the Tariff protection, while export 
units are sold at much lower figures. In some cases 
the profits appear to bo short circuited to the 
foreign parent company. 

We arc satisfied that the tariff schedules could 
be revised in such a way as to afford ample protection 
to legitimate and indigonous industry whilo 
correcting such glaring cases of overprotection as 
we have indicated. 

This Associati on docs not approve of any basis 
of tariff such as is suggested by sub. Sec.b, Sec. 
4 of the Tariff Board Act which reads as follows, 
“the cost of efficicnt production in Canada and 
elsewhere, and what inecrcases or dcecreascs in 
rates of duty are roquired to cqualize differences 
in the cost of efficient production.* 

Such a basis would imply that any manufacturer 
who wished to cstablish an industry in the country 
was entitlcd to e tariff that would bridge the 


difforenee botweon his costs and thoso in a country 
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exporting to Canada, which would be in most instances, 
abstrd 
Revenue _ 

Such a lowering of tariffs as we suggest 
would, we belicve, cnhanec rathor than roducc 
the revenuc. Tho records would secm to show 
that whon tariffs are at a reasonablo level, the 
revenue increases and the very opposite is the case 


when custans imposts arco unroasonably high. In 1930 


bofore the drastic inecroase in dutics the net 


customs dutios colloctod woro $179 ,429,920. as 
against collcctions in 1936, when dutics were still 
high, of $74,004,560. 

The increase of trade both ways duo to the 
operation of the Canada-U.S. trade treaty is an 
indication of how trade inercascs with mutual 
benefits when thc barriers are removed. 

Regional Tariffs 

It docs not secm foasible nor wise to attempt 
to create differont tariffs for different scoctions 
of tho country. In this connection wo would like to 
call tho attontion of this Commission to a case 
where such a discrimination is being made in 
effoct, by the manipulation of values for duty 
purposes. We refer to the values on fruit and 
vegetables under authority of Sec. 44 of the 
Customs Act. In many casos, by ordor of tho Ministor, 
such valucs do not apply in certain of the Provincaos; 
this was the practice for several years, without tho 
authority of the Act and was only legalizcd last 
yoar by an amendment to Sec. 43 of the Customs Act. 
This Association is dcefinitoly opposod to such 
discrimination in dutios as betwcon Provinces and 
consider such legislation as forming a dangerous 
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THE CHAIRMAN: What would be an illustration of 
that, Mr. Thorne? 

MR.THORNE; I have here, which I might leave with 
the Commission, two bulictins from tho Department. This 
is datod April 23rd; 

"Value for duty of asparagus. By an Order in 

Couneil passed under Section 43 af the Customs 

Act, the Honourable the Minister of National 

Revenue was authorized to fix the value for duty 

of asparagus, and he has, under such authority, 

fixed the value for duty thoreof at an advanec of 


4-2/5¢ per pound." 


That is an arbitrary value fixed under Soction 43. 

This is a supplomentary bulletin: 

"The Minister of National Revenue has directed 
that the application off the value fixed for 
asparagus, imported into Canada, as per Fruit and 
Vegetable Bulletin No.2 (1938) be suspended in 
respect of importation into the Provinces of 
Nove Scotia, New Brunswick, Prince Edward Island, 
Manitoba, Saskatchewan, Alberta and British 
Columbia." 

In other words, the fixed value of asparagus in the two 
provinees of Ontario and Quobec does not apply in the 
other provinces. That has been the practice for a 

number of years and the Government's attcontion was called 
to it. 

THE CHAIRMAN: Is that because asparagus would not 
likely be produced at this carly date in those five 
provinccs? 

MR.THORNE;: I do not know just what the real meaning 
back of it would bo. 

THE CHAIRMAN: I would assumo that would be it, 


Ontario, Quebec and British Columbia. 
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MR. THORNE: British Columbia should not be. 

THE CHAIRMAN: Is British Columbia excepted? 

MR.THORNE: No, Nova Scotia, New Brunswick, Princo 
Hdward Island, Manitoba, Saskatchewan, Alberta, yes, 
and British Columbia. Now, the scason is ahead there, 
and the same in Nova Scotia, would be equivalent to 
Ontario. So there must be some other reason. But they 
did amond section 43 of the Act so they legalized it. 
We belicve that whilo it may be all right as far as 
fruit and vegetables are concerned, if that principle 
is to be carried to its logical conclusion they might 
say that stecl or anything wuld have a different 
value or a different duty in a different provinee, 
which would be equivalent to putting a tariff botween 
the provinecs, as we sce it. 

THE CHAIRMAN: Have these mattcrs been taken up 
with the Tariff Board or with the Department? 

MR.THORNE: Yes, we have objected. I say wo objected 
to that imposition on fruit and vegctablcs on the scoro 
that it was illogical, but tho way thcy did that, thoy 
legalized it by amendment to tho Act, so that was as far 
as we got. 

THE CHAIRMAN: Did they toll you why it was dono? 

MR.THORNE: No, they have never given any 
particular reason. 

THE CHAIRMAN: There must bo some reason for it. 

MR.THORNE: I prosume they have a rcason. Sometimes 
the rcasons are very obscurs. We are not particularly 
ohbijecting in this spocific case of fruit and vegetalos, 
there may be some reason for it, but wo do object to tho 
principle of it becauso we do not know where it might 
lead. If they do it in respoct to some other article 
then we have what is cquivalent, wc think, in this case, 


to a differcnt duty for a diffcront part of the country. 
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That is what it amounts to. 
COMMISSIONER ANGUS: If these articles are brought 


into one province at a lower rate, is there a prohibition 


against shipping thom to another province? 

MR. THORNE: No, the only thing is your freight takes 
care of that, the cost of shipping. 

COMMISSIONER DAFOE: No doubt the freight is carefully 
calculated? 

MR.THORNE: I presume so, because it is not pasible 
to do so. It may be in some cases where there was a 
shortage or somcthing of that kind, but as a rule you 


can take itthat it is not possible to ship from one 


provinee to another. You might, of course, from the 
border of Manitoba ship as far as Kenora, but in the 
large markets you could not. 

COMMISSIONER ANGUS: Docs that suggest that a 
possible object might be to protect the local grower in 
a local market? 

MR. THORNE: I presumc the object is to protect the 
grower here in Ontario against the American asparagus 
in this particular case. Perhaps the competition in 
Manitoba would be eque.lizea as between the American and 
Qentral Ontario, because that freight clement would come 
in again, you see, and there would probably be no object 
in raising the value as far as Manitoba is concerned. 

COMMISSIONER DAFOE: It is a proposition to protect 
the Ontario producer and to givo the consumer in the 
other provinees, where thore is not a local production 
of asparagus, a fair show. That is tho idea, obviously. 

MR. THORNE; I Presume that is tho object of it, but 
as I said we are not objecting to this particular thing, 
as far as vegetables are concerned, but we do object to 
what may happen. Logically anything could happen. 

THE CHAIRMAN: That would appoar to be logical 
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protection, would it not? To protiect where it is 
producod and givo the consumers whero it is mt 
produced the full benefit of tho importation. 

MR- THORNE: I grant that, sir, but what wo are 
afraid of is that there may not be any particular limit. 
Logically speaking thore is not any limit. If applicd 
to steol and other products you can sce where it might 
take it. They have asked, for instance, that it might 
be as well an coal. We are just drawing that to tho 
attention of the Commission to show what is being donc. 

THE CHAIRMAN: You realize we aro not sitting as a 
tariff board. We have nothing to do with the terms of 
the tariff except we are asked to consider its incidence 
as affecting different parts of Canade. We do not sit 
in review on the tariff. Thoro is a tariff board to 
‘deal with all those things. 

MR. THORNE: No sir, I think’I realize just your 
limitations, but this is a sasc whero one province is 
being charged more than another provinces. 

THe CHATRMAN: Yes, I was spcaking gcncrally as 
to the tarifr section of your brier. 

MR-THORNZ: Yes, I realize that, and I may porhaps 
have stretched #-little bit in our briof, but we do 
think that the tariff does effocet onc soction of the 
country more adverscly than it docs another or more 
favorably, @& the casc may bo. 

THe CHAIRMAN: We find thoss, both cast and west, 
who would agrcc with your contcntion there, Mr. Thorne. 
MR. THORNE: Well, I could believe that, sir. 

_3h Bxcise Tax 
"This is not strictly speaking an excise tax 
but is rathor a super customs tax, and as such we 
belicve should bo abolished." 


That is by the way. 
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Sales Tax _ 

"This tax, in tho eyos of tho texing nuthoritios 
has two virtucs, first it is oasy to collcct and 
scocondly it produces a larger revonuc than any 
other single tax, more than the income tax, and 
nore than custom @utics. It has howevor a number 
of objcctionable foatures and for this reason this 
Association would like to seo it abolished, or if 
not then it should be revised so as to do away with 
the present weaknossos. 

It is not an equitablo tax sinco it is not 
colloctcd in all cases on the samc basis. To 
illustrate this, wc will tako the case of a manufac- 
turer who may rotail his product. In this case he 
does not collect the tax on the retail pricc but 
pays On a more or less arbitrarily fixed prico some- 
where betwecn his cost and the retail selling price. 
This appoars to be based on an cstinatcd manufacturers 
profit which is added to his manufacturing cost. 

It is self evident that this system loaves room for 
many errors duc to changes in cost, in normal 

profits and in dctormining what is a proper profit 

in the circumstances. A case in po&ént is the retailing 
of gasoline by the producing oil companics. 

Thore is no criticism of tho administration 
implied, for we are satisficd that they have adopted 
such methods in an effort to avoid discrimination. 

Perhaps the worst feature of this tax is the 
pyraniding of the original amount as collected by 
tho government, In the case of an unliccnsed jobber 
or importer tho tax is paid on purchase, or on 
importation, and is inmodiatoly added to his invost- 


ment, to which is addod his porcontage of profit. 
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If the jobbor sells to a rotailer this operation 

is repeatcd, so that the original tax as collectod , 
may casily, become 15% by the tino it reaches 

the final purchasor, 

Added to this is tho fact thet this investment 
in the tax, by the wholesaler or rotailor is tied 
up on his shelves, possibly for months until the 
goods are disposed of. This loss due to ticd up 
capital must run into very large figures. It 
practically amounts to prepayment of the tax by 
the middleman, who has to advanec the money cithor 
from his own capital or by borrowing from the banks. 

In many cascs the unlicensed merchant sells 
to a licensed wholesaler or manufacturer in which 
caso ho is cntitied to a refund, but in such a 
case usually has to wait months for tho payment of 
bis refund, on which Bo roceives no profit or 
interest. | 

This Association believes that any tax which 
permits the tax paid, to be treated as an investment 
to which profit is added is a bad tax in principle." 
THE CHAIRMAN: That of course applies to the customs 

tax. 
MR. THORNE: Yes, it does, as a straight tax. It 
applies there too. It is a bad tax, too. 
‘ay "Ano ther weakness of this tax is that it bears 
heaviest on those of our populatim teast able to 
bear it. We think it safe to say that the greatest 
percentage of our people must spend practically 
their whole income to live and this tax takes from 
their necessity and at the same time reduces their 
buying power by the amount of the tax. It could be 
argued that this loss of buying power is reflected 


in the domestic market for goods and so increases 
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unemployment in our industries. If this is so, 

one might speculate on how much of toda collected 

goes to sustain these extra unemployed by relief 

payments." 

COMMISSIONER ANGUS: Would not any other tax take 
away from somebody‘s buying power? 

MR. THORNE: Yes, all taxes would, but 1 think the 
point here is that this is particularly heavy on the 
greatest number of our people, who are on a very meagre 
salary, who must spend every cent they get, and I think 
possibly in the case of the better-off man hedoes not 
spend his whole salary, it does not make the same 
difference in his buying power because the surplus may 
go into investments and so on. 

COMMISSIONER DAFOE: The official who has charge of 
the collection of this tax, giving evidence before us in 
January,claimed that the exemptions were so widespread 
and had been so carefully chosen, that the regressive 
features of the tax were reduced to a minimum. Would 
you feel prone to make any observation in that connection? 

MR.THORNE: I don't know whether I should ctote 
the official against himself, but I discussed this matter 
with him only last week and he felt that my argument as 
to the reduction of the buying power was a valid one and 
a real one. That is not evidence of course, but I am 
just repeating that. 

THE CHAIRMAN: It is true, as “ommissioner Dafoe 
has referred to the evidence given at Ottawa, that there 
is a very large list of exemptions that would apply to 
a great many articles which the average worker would 
purchase. 

MR. THORNE: Yes that is true of a great many food 


stuffs and things of that kind, but when it comes to his 
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apparel and everything he purchases in the way of 
utensils and all that sort of thing it is still there 
nevertheless; and after all the amount that a man and his 


family eats is not such a tremendous percentage of his 


total cost of living. 

THE CHAIRMAN: Of course what he eats and the 
rent of his house, those two together constitute a pretty 
substantial item in the family budget. 

MR.THORNE: Oh yes, but I could argue this way, sir, 
that when he rents a house he indirectly pays a sales tax 
because when the house is built the cost of the house is 
enhanced by the sales tax. 

"It might be also argued that, as with tariffs 
the Provinces which depend largely on natural 
resources, bear a heavier burden than the industrial 
Provinces, since the bulk of their purchases are tax 
bearing, whereas the manufacturers, who are 
practically all .icensed, make no investment in 
sales tax but simply collect it for the government. 

Provincial Taxes on Business. 

Many of the members of this Association do a mtion 
wide business and are vitally interested in the 
imposition of income or profit taxes on extra 
provincial companies. It is our firm conviction that 
such taxes create bad feeling between the Provinces 
and in this way tend to weaken Confederation. 

Such taxes are of doubtful benefit to the Provinces 
imposing them, since in the long run they will be a 
charge on their own people because of higher prices 
or restricted trade. We believe the feeling is 
growing that interference with trade by price fixing, 
wage fixing, and business taxes, should be by the 


Federal Authority, if only for the sake of uniformity. 
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In making these suggestions to the commission we 
realize that they can only partially equalize the 
existing difference between the Provinees. The real 
problems are duc largely to gcographical ,topograph- 
ical and climatic conditions, and as such go beyond 
the realm of taxation». 

All of which is respectfully submitted.” 

THE CHAIRMAN: Mr.Thorne, would you just tell us how 
extensive your association is and what classes of 
importers and traders are included within it? 

MR.THORNE: Our Association has a membership from 
Quebec to Montreal. The membership in numbers is not 
very large but represents a considerable amount of capital, 
We have some of the very largest importers in the country. 
and I might mention some peaple like Greenshields, 

Hudson and Racine in Montreal, the Robert Simpson Company 
here. Woolworth's, Kresges, Hudson's Bay, Nerlich & Company 
and people of that kind. So that we are representative 

a avery large volume of business. Practically all the 
large importers arc members. Numerically we only have 
about 135 members, but the firms represented are important 
firms and represent a very large percentage of the total 
imports. 

THE CHAIRMAN: Thank you, Mr.Thornc. This brief will 
be exhibit 280. 

EXHIBIT NO. 280 -Brief of Canadian Importers and 

‘es | 0° Seer wees Uraders Mecociation ,.locorporated, 

THE CHAIRMAN: Have you any questions, Mr.St.Laurent? 

MR.ST.LAURENT: No, Mr.Chairman. 

THE CHAIRMAN: Thank you, Mr.Thorne. The brief will 
receive very careful consideration. 

The noxt brief is that of the Ontario Municipal 
Association to be presented by Mr.C.C. Middlebro. You 


are chairman, clcork and solicitor of the Ontario Municipal 
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Association? 

MR. C.C. MIDDLEBRO: I am Chairman of the special 
comuittec that was appointcd to prepare this brief, your 
Lordship. And Mr. Gcorgs Hurst of the Assessment 
Department of Toronto is with mc. 

THE CHAIRMAN: Tell us, Mr. Middlebro, what bodies 
are included in this Ontario Municipal Association? 

MR-MIDDLEBRO: The Association includes twenty- 
five cities, seventcen towns, nine villages, fifty-eight 
townships and cight counties, out of a total number of 
cities in the province of Ontario of twenty-seven, 
towns one hundred and forty-five, tillages one hundred 
and £i.2ty-six, townships five hundred and seventy-ons, 
counties thirty-cight. In other words we represent 
one hundred and sixtecn municipalities out of nine 
hundred and thirty-scven. The total population of the 
province, t Soe Ge is 3,350,000 odd, and wo represent 
1,787,000 people. 

THE CHAIRMAN: The municipalitics you represent have 
a population of more than 50%, approximatcly 50% of the 


population of Ontario? 
MR.MIDDLEBRO: Approximatcly two-thirds. And we 


represent all the cities except two. All the cities 
except two are in the Ontario Municipal Association. 

THE CHAIRMAN: Which two are the favorite ones? 

MR.MIDDLEBRO: Well, that is not right, all the 
cities last year were in the Association except one. 
That I believe was the city of Brantford. In preparing 
this brief we did not consider the report from the city 
of Windsor because they had an amalgamation with the 
other bordutmunicipalitics. 

THe CHAIRMAN: Quite so. 

MR.MIDDLEBRO: And therefore their figures did not 


really boar on the subject. And in preparing this brief, 
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Ido not know, sir, whether you would like to have explaimd 
how we got the date upon which we procecdcd? 

THE CHAIRMAN: No, we will assume you got it properly, 
Mr.Middlebro. 

MR.MIDDLEBRO: We sont questionnaires to all member 
municipalities, and on the basis of the information that 
we got in those questionnaires we compiled these 
statistics and drew our conclusions. 

THE CHAIRMAN: Thank you. 

MR.MIDDLEBRO: "To the Members of the Royal Commission 

on Dorminion-Provincial Pslations: Gentlemen: 

At the thirty-ninth Annual Mecting of the Ontario 

Municipal Association, held in Toronto on the first 

three days in September, 1937, the Executive 

Committec was instructed to appoint a committees for 

the preparation of a bricf setting forth the 

position of the municipalities, as creatures of 

the Province, as neccssary to arrive at a 

decisioa as to the relations between the Dominion 

and the Provincecs. The municipal picture is a very 

important part of tho provincial picture and 
therefore the pr-sentation of it is esscntial to 

an appraisement of the Feaeral-Provincial picture. 

A list of questions was sent out to all 
municipalitics in membership in the Association 

and complete or practically complete replies were 

recoived from 24 cities, 13 towns, 8 villages, 

31 townships, as well as 6 counties. The combined 

population of these municipalities other than 

counties is 1,787,717. Lt would appear, therefore, 
that the condit*tons as set forth in the presentation 
which follows represent a fair cross-section of the 


conditions obtaining municipally throughout the 
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Provinee of Ontario." 

On page 2 we have sot forth a table showing the 
assessed valuation of land per capita, divided betweon 
citics, towns, villages and townships and thon we have 
grouped all the municipalitics and show an aggregate 
figure there, and from that we have drawn ccrta*n 
conclusions on page 3. 

"It will be secn that from 1931 on the asscssed 
valuation of land as distinct from buildings on the 
land decreased fairly steadily until 1937. ‘The 
decrease startod latcr in rural municipalities 
where there is naturally a greater "lag" in valuation 
changes, and the return of better times sccms 
possibly to have had some beneficial effect on 
village asscssments. One of the two great sources 
of tax revenue of the municipalitics was therefore 
seriously effocted from 1931 on and is still on the 
down gradc. That is, while the burden of municipal 
expenditures was increasing relatively to tax 
paying ability, a main sources of revenue was decreasing 
in capital valuation in spitc of the urge to maintain 


assesscd valuations at the prc-depression level." 


On page 4 we have sct forth a similar table of the 
assessed valuation of buildings por capita, using the same 
basis, and on page 5 we have drawn our conclusions. 

“Ih us bo be noved that: 

1. Municipalities as a whole declined in building 
assessment after 1933. 

2. Citics and towns declincd in building assessment 
after 1953. 

3. Townships and villages, although they showed a 
tcndency to dcercase in asscssment of buildings 


carly in the period, maintained or increased 
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building valucs in succecding ycars. 
It is significant that building values declined 
in urban contors whore uncmployment relief tendcd 
to be heavy, while building valuations increased 
in villages and rural municipalitics. Among tho 
villages which showed large increases were several 
rapidly growing villages with little or no 
PalLiel problem but in close proximity to highly 
industrialized citics with largo relief problems." 
Such, sir, as Forest Hill Village. 
"The influence of large relicof cxpenditures in 
reducing capital valucs of real estate is strongly 
suggested. 


Bus*.acss Assessment." 


On page 6we have a similar statement of business assessment. 


"Ag is well known in Ontario the Business Assessment 


is based on varying peresntages of the capital 

valuation for assessment purposcs of property 

occupied for business purposes, according to the 
nature of the business. The table on the next page 
shows the main facts. " 

These facts show that in the cities there was a 
dcelinec in busincss assossment. 

THE CHAIRMAN: Not very much. 

MR.MIDDLEBRO; No, not a great decline as compared 
with 1930, although you will notice that the business 
assessment climbed in 1932 to $139.24 per capita as 
compared with $129.63 in 1937. So that from tho peak 
there was a fairly substantial decline. 

THE CHAIRMAN: It is intorcsting to note that the 
towns got up to $107. in 1933 and then dropped to 
$96 and down to $86 in 1937. 

MR.MIDDL@BRO: Ycs. 


THE CHAIRMAN: Villages wore at their maximum in 
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1930 at $26 and they arc down to $15 in 1937. 


MR.MIDDLEBRO: That porhaps shows thc-trond of 


business towards the larger contres. I don't know why it 


is so, but I may say that the villages did not form a 


very large part, only nine villages heard from. 


THE CHAIRMAN: Hardly cnough to gcneralize from. 


MR.MIDDLEBRO; No. 


"Thero has been a reduction of busincss assessment 
sinee 1932 or 1933 in all types of municipalities 
but in citios where therc were large reliof 
disburscmcnts small businesses, to alargs cxtont, 
were able to maintain their position or at least 
their existencc. In towns and villages the drop 
was much larger. The picture for townships is some- 
what obscurcd by the presence in the list of some 
large suburban townships where large relief payments 
were made. Ag these payments were largely at tho cost 
of real property the maintenance of business through 
relief disburscmcnts was largely at the expense of 
real estate. 

Income Assessment. 

In 1935, the Province took over the income tax 
and changed it from a mill rate basis to a graduated 
tax. For one year payments’ to municipalities on 
the basis of their income tax receipts for the 
previous year were made and in 1957 a payment 
on the basis of 1 mill on the asscssment other than 


income has beon made." 


You will notice that thore was, down to 1935, when 


this was taken over by the province, a reduction of 50% 


in the income asscssment in citics, a steady drop. 


THE CHAIRMAN: I have forgotten, Mr.Middlebro, was 


the old city assessment on income a graduated tax according 
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to theo amount, of the income or was it on a flat rato? 

MR.MIDDLEBRO: The income tax was bees on the 
income ovor threc thousand dollars for householders. 

THE CHAIRMAN: Was:.it graduated, incrcasing with the 
amount, or was it a flat rate? 

MR.MIDDLEBRO: No, a flat rats, a flat millrate, sir. 
The income tax rate was the samc as the municipal rate 
for all other purposes. 

THE CHALHMAN: Yos, that ig 1%. 

MR.MIDDLEBRO: On page 9: 

"yen before the change in basis of the tax 

there were drastic reductions amounting to about 

507. This indicatcd that tax paying ability was 

going down and undoubtedly income from real 

eptatc, although not asscssed by the municipalities 

of Ontario was going down at icast as rapidly. 

Duyving tho yoars Irom 1931 on, welitare expenditures 

were rapidly incrcasing. This would indicate that a 

local tax system is quitc inadcquate for financing 

welfare expenditures. 

_Exomp tions: 

Exemptions in relation to the total taxable 
assessment, as will be secn by the table on the next 
page, tend to grow steadily. This means a narrowing 
of the tax-base and increascs in the rate on the 


remainder of thc asscssmoent." 


( Page 7050 follows ) 
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Now, we have, in this table, not only made a summar y 
as we did in the other tables, but we hare taken the 
total taxable assessment per capita and have compared 
it with the exemptions, showing the percentage of increase 
in exemptions from 1930 to 1936. The increase is approx- 
imately 2 per cent. 

Returning to the brief, I quote: 

"In any realignment of taxation careful thought 

shoulda be given to the following points: 
1. The exemption, total or partial from taxation 
of certain types of residential property. 

2e The exemption from local taxation of 
governmental property used for governmental 
purposes. 

Die The exemption, total or partial, from 
local taxation of governmental trading 
operations such as liquor stores. 

4. The exemption, total or partial, from 

local taxation of industries, 

All operations that employ people force municipal 

expenditures on schools... 

THE CHAIRMAN: Before you continue--you say, "certain 
types of residential property;" to what types do you 
rerter? 

MR. MIDDLEBRO: There is a provision in the Assessment 
Act that in certain cities properties which are paying 
on a valuation up to $4,000--there is a partial exemption 
granted such dwellings. 

THE CHAIRMAN: There is a by-law to that effect in 
the City of Toronto, is there not? 

MR. MIDDLEBRO: Yes, there is. 

THE CHAIRMAN: Thon on government property used for 


governmental purposes, there is an exemption from local 
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taxation, is there not? There are properties such as 
the liquor stores, does the government pay any taxes on 
any of the liquor stores? 

MR. HURST: Up until this year, Mr. Chairman, the 
government has not been liable for »usiness assessment. 
However there is an arrangement being made now which 
vill reimbursc the municipalities to a certain extent. 

THE CHAIRMAN: We have this same problem in all the 
provinecs, the taxation of government business enterprises 
or public utility. In some cases, the provinee has not 
paid anything in respect of the government liquor stores, 
and in others, the government has made a grant to the 
municipalities in licu of taxes. What form is it likely 
to take in Ontario? 

MR. HURST: I think it will be more of a grant, 

Mr, Chairman, 

THE CHAIRMAN: Equal to what the taxes would be, 
I suppose? 

MR. HURST: The amount would be equivalent to the 
amount collected if a business assessment had been made. 

THE CHAIRMAN: The business assessment is one thing, 
but there is the real estate occupied by the liquor store, 
is that taxed? 

MR. MIDDLEBRO: 4s a rule, Mr. Chairman, these 
stores which are used as liquor stores are rented propcr~ 
ties and the municipalities receive taxes from them. There 
are cortain buildings owned by the government itself such 
as wholcsale warchouses. These are owned and occupied 
by the government on which no taxes are paid. 

THE CHAIRMAN: The exemption, total or partial from 
local taxation of industries, to what do you refer there? 


MR. MIDDLEBRO: Fixed assessment, sir. 
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THE CHAIRMAN: That is a matter of legislation as 
@ rule, is it not . special Acts? 

MR. MIDDLEBRO: That is a matter for each municipality 
to decide. A vote of the ratepayers is conducted on this 


question, and if the ratepayers vote two-thirds in favour 


of a fixed assessment, it is given. 

THE ChsalRMAN: I suppose it induces a certain amount 
of competition between mun*cipalities in an attempt to 
get industries? 

MR. MIDDLEBRO: Yes, a very wicked competition. 
Quoting from the brief, at page 11: 

"All operations that employ ;cople force 
municipal expenditures on schools, health, fire, 
police, etc., and the taxation of the employees 
is not sufficient to cover the costs. Unexempted 
private business “65 corporations are taxed and 
their contributions are necessary to cover the 
municipal costs of services to their employees. 
This principle should be made effective in 
taxing all property, If it is necessary as a 
matter of public policy to exempt certain property 
from taxation, the indirect subsidy should be 
striotly, Limited,” 

Then we outline this assessment total. 

tit is very evident that almost the whole 
purden of municipal taxation is on real estate. 
Since the abolition of the municipal income tax, 
real estate bears an even greater proportion of the 
municipal costs. Even when the costs of the 
welfare services taken over by the provincial 
government, and the subvention of one mill on the 
realty assessment are considered, the loss of the 


income tax has been a great blow to these muni- 
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“cipalities which might have expected largely in- 
creased revenues from this source as times im- 
proved. In addition the number of peopl: who 
contributed directly to the municipal treasuries 
have been reduced and, therefore, unfortunately, 
the number of people who recognize that they have 
an interest in economica:. municipal administration. 
The tais.o on the next page shows the percentages 
of total municipal assessment borne since 1930 
by land, buildings, total real property, business 
and income," 

The table shows. sir, that the burden om real property. 
according tu the information we bave From the municipalitics 
Which were circulezizc% has increased. approximately 
G per cent, 

THE CHATRMAN: it increased from 83.96 per cent in 
DOSU tO (69e 2S. Por. centh dik OH ey Stowe Ver, sL notice That 
business has not changed very much. 

MR. MIDDLEBRO: No, business has not changed greatly. 

THE CHAIRMAN: This is, perhaps, a little beside the 
question, but it just happens to occur to me--have you 
any information which would indicate what the average 
assessment in rural municipalities on farm property 
would be, that is the rate? 

MR. MIDDLEBRO: We have no information of that kim, 
sir, but I think the assessment on farm properties has ree 
mained fairly static. I do not think there has been 
much change. Returning to the brief, I commence to 
read at the top of page 15: 

tTt will bo notod that there has been an 
apparent roduction in current expenditurcs in the 
a whole since 1933, There was 


municipalitics as 4 


a stcady increase from 1930 to the end of 1933, 
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"which probably would have continucd undor normal 
conditions. The apparent reductions in the cities 
after 1933 and in towns aftcr 1934 were dus in 
large part to special help to some municipalities 
from the province in financing dircect relief, to 
the funding of expenditures which became gencral 
in urban municipalities after 1932 or 1933, and to 
the elimination or partial elimination from the 
budgets of bankrput municipalities of intercst and 
sinking fund charges or repayments of principal. 

The ability of townships in the comparative 
absence of welfare costs to control their budgets 
downward is noticeable, (of course to what relative 
extent roadways have been allowed to deteriorate 
is unknown.) To a less extent the same thing is 
true of villages. The relation of increased or 
reduced current expenditures on capital valuation 
of improved property is to be noted. 

In comparing one municipality with another 
tax rates are practically valueless; but in com-— 
paring municipalitiscs w.th themselves they may 
be of value if methods of valuation have re- 
mained comparable, 

It is noteworthy that the cities in spite 
of funding by many of direct relief expenditures 
and assistance from the provincial government, 
such as taking over certain welfare services and 
making a grant cqual to one mill on the assess- 
ment, 17 cities have increased tax rates in 1937 
in comparison with 1930. Sin cities show a redu- 
ction and one has not changed. 

The experience of towns is more nearly 


balanced. Six show increases and seven decreases. 
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"Villagcs show sim inereascs and two docreasos. 
Some of thesc are prospcrous growing residential 
villages in the nc’ shborhood of industrial cities 
with large relief and other problems. Townships 
are the most fortunate of all showing 14 deercases 
and ll increases. Thc countics as would be 
expectcd in view of the number of townships within 
the areas show decreases, 

Cities show a comparative inability to control 
tax rates in vicw of increasing wclfare expendi- 
turcs, decreasing assessments of real property and 
reduced incomes of taxpayers depending on industry 
for their incomes. 

Cities and separate towns bore that portion 
of the cost chargeable locally. In counties the 
local cost of old age pensions was taken care of 
in the county budget. 

The table below shows the facts for the citics 
and countics. Notice the drop in per capita in 
1932 following a reduction in rate chargeable to 
the local municipality or county, and the increase 
from 1932 on until taken over by the province." 

In 1932, the government reduced the contribugion to 
the local municipality by 50 per cent. This table 
at the bottom of page 16, shows what can be done by shifting 
welfare costs granted, of course, that cxpenditures are 
adequately controlled. 

Dealing now with mothers’ allowances, I quote. 

‘These have been financed in the same way as 
Ola Sge Pensions. The table bclow shows the per 
cavita figures for cities and countics:" 


This table indicates that thore was a stcady increase 
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in mothers’ allowances in citics, much larger than in 
counties, up until tho timc it was taken over by the 
province, 

Returning to the brief, I quote: 

"The huge increase iu the cities and the smal- 
ler inercasc in the counties is noticcable. Part 
of this is undoubtedly due to changes in regulations, 
but increases may be looked for in the future. 

The taking over of this cost by the province will 
relicve and is relicving the burden on real estate; 
but real relicf dcpends on control of expendituro. 

Hospitalization. 

The table below shows the per capita costs. 

To get the cost outside of the cities, it would be 
necessary to add the cost of the towns to that of 


the count... Sywefsthe vidlepes: to thet? ofthe 
countics and of the townships to that of the counties, 
This table indicates a steady increase in cost. 

"It is clear that the cost of 'thospitalization!' 
is a heavy burden on real property assessment in 
the cities. The burden is less on the municipal- 
ities in the county organization, but the increase 
in these has been greater than in the cities. 

The cost in the counties and their municipalities 
is shared equally. Some discrepancies may appear 
in these figures as there may have been some 
confusion in filling out answers to this question. 
The tendencies are, however, as represented. 

Direct Relief. 

The tablc below sets forth the startling facts 
with regard to the municipal share of the expendi= 
tu.o on direct relief. It docs not roprosent the 


total cost and most of tlis was funded and part of 
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“the cost has simply bcon posyponed to futuro 
yoars," 

THE CHAIRMAN: Just a momont, until we look at these 
figures. According to this table, the cities start at 
e72 1n 1930 and go to 4.83 in 1937. It was very much 
higher in 1955, rising to 6.03. I notice that the towns 
rose to 4.58 in 1933 and they are now down to 2.27. This 
would indicate qu. ¢ a drop in relief, The villages have 
also come down quite low. What is the explanation of 
the townships being 6,02? 

MR. MIDDLEBRO: That is probably due to the type of 
township which has been considered in this brief. 

THE CHALRMAN: Some would be adjacent to Toronto? 

MR. MIDDLEBRO: Yes, some of them are. 

THE CHAIRWAN: . Townships like East York, I suppose? 

MR. MIDDLEBRO: Yes, there is the township of East 
York which is adjace..t to Toronto, the township of London 
adjacent to London, the township of Nepean which is ad- 
jacent to Ottawa, and so forth, 

The startling thing about this to me is that we have 
had fairly normal times in 1936, but there has not been, 
to my way of thinking, a proportionate reduction in relief, 
I think this year was comparable to 1930, 

THE CHAIRMAN: To what do you attribute that fact? 

MR. MIDDLEBRO: Personally, I attribute it to the 
attitude of the peopls. The people have adopted the 
attitude that the country owes them a living. I believe 
you will find that condition existing in all municipalities, 

THE CHAIRMAN: You think there is a demand for relief 
in cases where it is really not required? 

MR. MIDDL@BRO: I do not altogether think that is 


true. For instance, in the matter of 01d Age Pensions, 
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T remember qtite well when that was discussed. The | 
estimated amount which it was considered would be required 
was much below the figure reached in the first year. 

It has gone on increasing year by year. These social 
costs are so casily started, but it seems impossible to 
stop them. 

COMMISSIONER MacKAY: Has ths total payment of old 
age pensions increased, that is the total payment made to 
the individual? 

MR. MIDDLEBRO: ‘The total payment made to the indi- 
vidual has not increased. 

COMMISSIONER MacKAY: The number drawing it has ine 


creased, I supposs? 

MR. MIDDLEBRO: Yes, the number drawing it has in- 
creasé&d. 

COMMISSIONER MackKAY: Part of that may be due to the 
fact that the people were drained of their resources during 
the difficult years of the depression. 

MR. MIDDLEBRO: Probably somewhat, sir, but still 
there has been an increase. The province did take over 
a much greater share of the cost and the Dominion govern- 
ment took over a much greater sharc of the costs of 
mothers! allowances. Shall I proceed, sir? 

THE CHAIRMAN: If you please, Mr. Middleb:‘o. 

MR. MIDDLEBRO: I continue to quote from page 18 at 
the bottom of the page. 

'The decline in 1936 and 1957 is due partly 
to a reduction in the relief load. The picture 
for the townships is somewhat distorted by the 
presence in the list of some large suburban town- 


ships in the immediate neighborhood of large in- 


dustrial cities. Unemployment tended to concentrate 
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"in these creas. In some of them the provincial 
government paid all or most of the direct unemploy— 
ment relief costs of these townships." 

THE CHAIRMAN: In these figures concerning the cost 
of direct relief, have you included what the provincial 
government paid? 

MR. MIDDLEBRO: No, just what the municipality paid. 
Continuing to quote, 

"Later aid on this scale was withdrawn and 
there was an apparent increase in township re- 
lief costs. 

In some municipalities the accumulated annual 
debt charges already exceed the corresponding an- 
nual relief costs, so that the postponement of the 
burden on reé... estate has come back upon it with 
added force. At least oartial funding was ab- 
solutely necessary in some cases as the rapidly 
accumulating tax arrears evidenced. 

EDUCATION 

The table below illustrates the per capita 
cost of schools to the various types of munici- 
pality. 

It is evident that the cost of education an 
all grades of municipality is high. In view of 
the increase of school population, the decreases 
from the peak must have been effected at the cost 
of efficiency or of the teaching staff or both. 
In the cities, the villages and the townships 
the increeses in the estimated costs would seem to 
show that the time had arrived when expenditures 
on plant could not be postponed and salarics 


had to be restored. It is evidert that municipal 
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"real property asscssmont in thc provinee of 
Ontario was “adequate to Support educational costs 
at the former standard of efficicncy and that in 
spite of the undesirability even yet of increasing 
the burden on real estate assessment, educational 
estimated expenditures had to be increased in 

the 19357 budgets. If education is more than of 
local interest and value, it would scem that the 
costs should be distributed over a wider basis 

and that all kinds of taxpaying ability should 
share therein." 

THE CHAIRMAN: Mr. Middlebro, what part of the cost 
of education does the county pay? is that a» county 
high school cost? 

MR. MIDDLEBRO: Yes, the county pays a certain 
proportion of the cost of high school students attending 
high schools within any municipality in which the high 
school is situatcl. 

I quote from the brief: 

The Effect of Growth of Educational and 
Welfare Costs on the Budget, 

"What has gone before has shown the general 
effect of educational and welfare expenditures on 
municipal budgets. 

Recently a study has been made in one urban 
municipality showing the effect of these expenditures 
on the tax rate, that is, for the most part, on 


The table below shows the facts." 


real property. 


THE CHATRMAN: Let us just look at this tahle for 


a moment. 


MR. MIDDLEBRO: First of all, the overhead is listed . 


In 1905, this was ,19 mills and in 19357 it was 1.34 mills. 
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Insofar as the polics were concerned, the increase was 
not very great. The next item is the fire department. 
Part of the large increase in these figures was due to 


the fact that the cost of water and hydrant rent was 


included in the last year and it was not before. The cost 
of parks has almost doubled and welfare is almost eight 
times as great as it was in 1905. The cost of health is 
almost twice as much and education has doubled, The dif- 
ference in the tax rate is the difference between 19 


miils in 1905 and 35.70 mills for public school supporters 
in 1937. In 1937, the separate school supporters paid 


39,60 mills. 
Quoting from page 21 in the brief, I read: 

"The growth of services to persons as persons 
as shown in welfare, health and educational ex— 
penditures has been phenomenal, Including the 
municipal share, direct unemployment relief has 
quadrupled. It would appear that municipal 
appropriations for unemployment relief which started 

about 1922 and have been made every year since 
will not soon disappear unless the total costs are 
taken over by the province or the Dory‘nion or the 
two in cooperation. The table below tekan from the 
Annual Reports of the Bureau of Municipal Affairs 
shows some facts with regard to charitable and 
health expenditures and direct unemployment 


relief." 


I regret that the direct unemployment relief figures 


are not very complete. 
THE CHAIRMAN: I notice that the expenditures listed 


under the heading of 'Charities and Hospitals" take 


quite a drop from 1933 onward. 
MR. MIDDLEBRO: Of course, that was the year which 


the sogial services, such as mothers’ allowances and old 
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age pensions were taken over by the province. I think, 


perhaps, that is the reason. Certain ean 4H services 
were also taken over. 

The next heading in the brief is,"Measure of the 
uneconomic burden on real estate." Quoting from the 
brief: 

"Statistics of the net return on investments 
in real estate for the last fifteen years are not 
available. If they were, some comparison might 
be made with results of other forms of investment. 

The only ready measure of the burden on real 
estate is supplied by the tax arrears record. 
Unfortunately these are not readily available for 
all types of municipality. They are available for 
the cities, which undoubtedly have a greater 
amount of tax arrears on account of greater in- 
dustrialization and greater welfare expenditures, 
The facts are available for some other provinces 
and show that towns, villages, and urban muni- 
cipalities have also suffered. 

The table below shows the increase in tax 
levy and gross taxarrears (before deduction of 
reserves. )" 

These reserves are the reserves provided for in the 
Assessment Act, whereby municipalities are permitted to 
make certain deductions on estimated tax rates in 


making up the budget. 
THE CHAIRMAN: In this table which follows, the tax 


levy is in the first column, is it not? 


MR. MIDDLEBRO: Yes, and the increase of 1936 over 


1932 is shown in the second column. 


THE CHAIRMAN: That is the increase in the tax levy, 
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is it not? 

MR. MIDDLEBRO: Yes, the inerease in ae levy, 
and then the increase of arrears is shown in the third 
column, These are the increases of 1936 aVED 1922, 

Startling facts are evidenced if you look at the 
column for the city of Windsor. Therc was an increase 
in gross tax arrears in 1936 of $5,000,000, which is 
greater than the tax levy for 1936, 

THE CHAIRMAN: I do not think you could consider 
Windsor, it is not a shining example. 

MR. MIDDLEBRO: There are other cities such as 
Hamilton and London which show large increases. 

THE CHAIRMAN: Toronto shows a very substantial 
increase, too, 

MR. MIDDLEBRO: Even a small city such as the ome 
from which I come shows a substantial increase although 
that city has not a large amount of industrialization. 

On page 23 of the brief, the conclusions reached 
are shown. The conclusions, as set out, are: 

"The committee, as a result of ,its study, 
wishes to state its opinions to your honourable 
body as follows: 

1, That educational costs should fall on all 
forms of taxpaying ability." 

COMMISSIONER DAFOE: Can you be more cxuplicit in 
listing the various forms of taxpaying ability which 
should contribute? Do you mean income tax? 

MR. MIDDLEBRO: There was an amusement tax in this 


province a short time ago which was abolished. It is the 


feeling of the organization which I represent that this 


was one form of tax which might have becn applied to 


education. The feeling is that these taxcs have been a 


burden on real cstatc, and that these services are not. 
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those direct services for which real property should pay, 
It is admitted that cducation has an indirect bearing 
upon real property, but not to the extent of bearing 

100 per cent of the cost of education. Now, as to the 
forms of taxation in which a province might indulge--it 
may indulge in almost any form of taxation. The Dominion 
field of taxation is unlimited. 

THE CHAIRMAN; It was suggested to the Commission 
in the west, that every citizen who resides within a 
municipality and is able to pay taxes should pay something 
towards the cost of municipal government so that person 
would feel an interest in the government and in the cost 
of carrying on the government. It was pointed out to 
us in some of the western cities that the taxpayers 
actually represented only a fraction of the total voting 
population. 

MR. MIDDLEBRO: The iame thing holds true in the 
municipality from which I come. The taxpayers represent 
less than one-third of the voting population. 

THE CHAIRMAN: I would have thought that in Owen 
Sound you would have had a large taxpaying body. Most 
of the people own their own homes, do they not? 

MR. MIDDLEBRO: Yes, a great many people own their 
own homes. 

COMMISSIONER DAFOE: What percentage of your education 
cost is taken up by provincial grant? 

MR. MIDDLEBRO: A very small proportion; I cannot 
tell you what proportion, but the province makes a certain 
grant to technical schools and a small grant to collegiate 
institutes aud high schools. In the cities, this is very 


small. ; 
THE CHAIRMAN: It makes grants, of course, to the schools 


in townships, rural schools. 
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MR. MIDDLZBRO: Yes, the government does. 

COMMISSIONER DAFOE: The government does not give 
a grant per school room. dtes it? 

MR. MIDDLEBRO: No, but there is a small grant for 
such things as agriculture. There are certain specialized 
subzects which are given grants, agriculture, manuel 
training, and domestic science; I believe there is a 
small grant given for these subjects, but for the matter 
of general education, except for vocational and technical 
schools, I do not believe there is a grant, 

THE CHATRMAN: Are you sure of that, Mr. Middlebro? 

I was under the impression that the public schoczs throughout 
Ontario as well as the sevarate schools, received a public 
grant. I was under the impression that there was a sub- 
stantial sum voted cach year, but how much it amounts to 

in the case of each school, I do not know, 

MR. MIDDLEBRO: There are small grants made in the 
cities, but they are quite small, sir. The government 
does make a substantial grant to the township schools. 

THE CHAIRMAN: Oh yes, that is what I was thinking 
about, the township schools. 

MR. MIDDLEBRO: The only grants which the urban schools 
receive. of which I am aware, are those granvs for 


specialized subjects such as agriculture. 


COMMISSIONER DAFOW: We had representations made to 
us throughout the west that the provinces should carry at 
least 50 per cent of the educational costs, This rose, 
in some places, to the total cost, excepting the cost of 
the building and the maintenance of the schoolsa 

MR. MIDDLEBRO: We recommend on the next page, sir, 
that the pxovincial government should assume from 33 1/3 


to 50 por cent of the cost of education, according to the 
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type of municipality and the local needs. 

COMMISSIONER MacKAY: What do you Sey in number. 
one--going back to that question for a moment--do you 
mean that the municipality should have wider powers of 
taxation for the purpose of education, or do you simply 
mean that the cost of education should be distributed 
more widely cx the province? 

MR. MIDDLEBRO: It should be distributed more widely 
on the province as a whole. 

COMMISSIONER MacKAY: You are not concerned with 
the method of getting the revenue? 

MR. MIDDLEBRO: No, unless as was suggested, I believe 
by the Chief Justice, that in the west there was a suggest- 
ion made that all persons in the municipality should be 
taxed in some way. There is a poll tax now on male in- 
habitants over 21 years of age, but it is not very effect- 
ive. 

COMMISSIONER MacKAY: Can you collect it ait all? 

MR. MIDDLEBRO: In some places, but I do not believe 
it can be collected in Toronto. 

Continuing with the reading of our conclusions: 

2. That welfare services, while in some 
instances being of indirect benefit to real estate, 
have in many cascs no discoverable relation to 
realty values. 

3, That welfare costs should be largely borive 
by income taxation and only a sufficient proportion 
should be charged locally as to ensure local co- 
operation in cutting costs. 


4, That direct unemployment relief is not 4 


proper municipal charge. Municipalities should 


only have to ' vear the cost of what may be call 1 


‘chronic! relief which is more of a neighborhood 


hit 
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"matter. 

So That realty capital Tee ee boen greatly 
reduce. as a result of including in the tax levy 
certain social service and educational costs which 
the municipalitics have becn required to pay. 

6. That taxation on real estate as at present 
applicd and for the reason set forth im section:5 
above, is one of the rcal deterrents to property 
investment and therefore to building and cmploy-— 
ment in the bu.iding trades. 

It recommends, therefore, that-- 

1, The provincial government assume from 33 1/3 
per cent to 50 per cent of the costs of education 
according to the type of municipality and local 
neCES - 

2. The cost of hospitalization over and above 
a fix.d per patient day charge on the municipality, 
not exceeding, say, one dollar, be borne by the 
provinces 

Se Direct unemployment relief costs be assumed 
by the Dominion and province or the two in co- 
operation, leaving to the municipalities only 
relief due to causes other than economic unemploy— 
ment such as municipalities have always borne. 

4. Real estate taxation be reserved for the 
municipalities and that it be supplemented by such 
taxcs as the amusement tax, which may be success= 


fully administered locally. 
Respectfully submitted by the 
committee for the 


ONTARIO MUNICIPAL ASSOCIATION", 
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THE CHAIRMAN Thenk you, Mr, Middlekro, tho bricf 


will be filcd as cxhibit humber 281, It is a very 


interesting brief and will reccive our most careful 


consideration, 


EXHIBIT NO, 281: Bricf of the Ontario 
Municipal Association, 


THE CHAIRMAN: The next brief to be heard is that 
of the National Construction Council of Canada and its 


constituent organizations, 


SUBMISSION BY 
NATIONAL CONSTRUCTION COUNCIL 
OF CANADA 
MR. I. MARKUS, Secretary: Mr. Chairman and Members 

of the Commission: 4s secretary of the National pone 
struction Council, I should like to have the privilege 
of introducing those who are charged with presenting 
the brief to you to-day. Mr. Gordon M. West, F.R.A.1.Ce; 
(Toronto), President of the National Construction Council 
of Canada; Past President of the Royal Architectural 
Institute of Canada, is om my left. Mr. W. W. »oforth, 
M.A., F.R.S.S., (Montreal), Manager of the Canadian 
Instituie of Plumbing and Heating; formerly Professor 
of Economics, McGill University, is on my right. 
Mr. C. C. Harrington, B.Sc., (Montreal), President of the 
Canadian Construction Association, is also here. 


Mr. J. Clark Reilly, (Ottawa), General Manager of the 


Canadian Construction Association, 1 think he is behind 


me, Mr. M. M- Mendels, M.A., B.C.L., (Montreal), counsel 


for the Canadian Institu»e of Plumbing and Heating; 


is also present, 
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Mr. West, I think, will introduce the Davrets 
MR. WEST: Mr. Chairman and Commissioners, you 
have in your hands a copy of the brief. ‘ 
THE CHAIRMAN: Perhaps, before you start in on 
the brief, Mr. Markus could tell us what constituent or- 
ganizations you have in this national construction council, 
MR. WEST: That is just what I was about to do, sir, 
There is an introductory letter which I would like to 
go through first, iI will read it: 
"Gentlemen: 

On behaif of the National Construction Council 
of Canada, I now transmit to you a brief whi..h 
has been prepared to show the effects of unduly 
high taxation of realty on our industry. 

she construction industry, when functioning 
normally, is one of the principal means of employ— 
ment in our country, both for skilled and common 
labour. 

In furmishing one of the three great primary 
needs; namely, shelter, it touches closely, con- 
tinuously and intimately, the lives of our entire 
population. 

Yet conditions are such that investment in 
improved realty is to-day regarded by sound inves- 
tors as a last resort and to be avoided if at all 
possible, We show that this attitude is largely 
due to the effects of the taxation of improved 
realty on the consumer of our products and 
on the large portion of the population dependent 
on our industry. 

We believe that consideration of the facts 
now presented will enable you to make recommenda- 


tions in your report, whic. will result in remedial 
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“legislation in Municipal, Provincial and Dominion 
fisids. 
In submitting this bricf on behalf of the con- 


stitucnt bodics ~sprosented by the council,--" 
Whose names I will give you in a moment. 

Na—a list of which is attached hereto, I should 
like to point out that the Canadian Manufacturers! 
Association and the Tradcs and Labour Congress of 
Canada, whilco presonting scparate briefs on matters 
not directly related to construction, have parti- 
cipated im the preparation of this brief, and join 
in its submission. 
I have tho honour to be, 

Yours very truly, 

G. M. West, 


President." 


rE: 


. ; rh 


; “) 19) j ri 
vies ii Ro Aw Ne Le aan - ep) | De ‘D. 
| 1 pee vas nai on . al ats 4] vip 
f i wat i 7) -—¥ a) 1 : 


! \ . # | 7 (Gee uM. 0D 4 a 7 mt ; _ 


use i iy nf | , i a rh < ‘1 7 ; NS 
? -. ‘ -~ j _ i] : _ 
| Stiebleats | ‘woe wa 
“e be } : } 
t 7 ( / oa | 
i j “4 oe. t iy i} 4 - 
j ~ 
' i j O ' b a 
7 : ; ; Fi vo =) 
6 u 0 
> ’ ' 4 
j : 
“ ip 
y No 
ty j | 
/ ‘ *" A I f 
i I ; a f wy 2 
i 
rs 
7 7 a] iy { 
7 7 ; { 
i} } 
es ) = Qi 
¢ Ui . ne ' 
j A 
_ : fi ; 
cas 
wv y , ; i. ii ® , , i 
Wi 
— ud 
’ : 
' ‘ 
ee j ‘ i ( 
» { | 
i > f 
f : 
i) _ : 
’ 
; i} H ' 4 
—~ A : 
? far ~ irs . 4 
- 
ay 7 7 DEM ) A> 
~e 8 ! 
~ Wa 
| 
a] Be 
i) 


7070 


MR. WEST: This organization is a council consisting 
of representatives appointed by its ponstitnene organizat- 
ion, who meet together and discuss matters affecting their 
mutual interests. It is largely a voluntary organization, 
The constituent organizations are: Canadian Construction 
Association - - 

THE CHAIRMAN: Take the Canadian Construction 
Association first; tell us a word or two about each, 

MR. WEST; The Canadian Construction Associstion isa 
contracting organization in the building trades, 

THE CHAIRMAN: General contracting? 

MR. WEST: General and smaller contracting. They 
represent a great many of the builders in the local dis- 
tricts, such as the City of Toronto. The Canadian 
Institute of Plumbing and Heating is an organization 
largely of the manufacturers of plumbing goods. Through 
their customers they naturally, to a large extent, represent 
the opinion of the employing plumbers, The Canadian 
Manufacturers Association is represented because a great 
many of their members manufacture building supplies, 
building materials, The Bngineering Institute of Canada 
explains itself. Engineering is of vital concern to 
construction. The Royal Architectural Institute of Canada 
again explains itself, Trades and Labour Congress of 
Canada is represented by one of their leading members in 
the building trades union, The Asvnalt Roofing Manufacturers 
of Canada, and also the Canadian Lumbeimen's Association, 
and the Canadian Paint, Oil and Varnish Association, the 
Brick Manufacturers' Association, the Canadian Council of 
Master Painters and Decorators, the Canadian Founders and 
Metal Trades Association and the Structural Clay Tile 
Association. This brief is also endorsed by the Ontario 
Retail Lumber Dealers Association, Inc., who have assisted 


in its preparation, They are not eligible under our con- 
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stitution, not being a national body, to be members of the 
Association, 

The Council operates, in addition to its activities 
as a Council, a number of regional °°: “itteess that is, 
in about twenty different cities and centres throughout 
Canada we have regional committees, the personnel of 
which is not strictly in alignment with our membership 
but is made up of people in those districts who are inter- 
ested in the construction field, As a general 
introduction to the brief I would like to state that it 


will show: 


FIRST: Some aspects of the real estate tax 
Situation; 

SECOND: The retarding effects of this excessive 
taxation on the Construction Industry, due 
to the reluctance of sound capital to 
enter into equity investment of improved 
realvy ; 

THIRD: Some of the legislative difficulties which 
are contributory to the unsatisfactory 
conditions in the Industry, 

As other organization, presenting Briefs to the 

Commission, have dealt with the general question 

of the disproportionate burden placed upon real 

estate by the present form of municipal taxation, 
our Brief deals particularly with the effects of 
this taxation upon the Construction Industry, 

The importance of construction and its influence on 

other industries and on living and economic con- 

ditions cannot be over-stressed. The Construction 

Industry is unique in its ability to provide 

great diversity of employment. Its ramifications 


are so far-reaching that it is difficult to find any 
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"major industry in the Dominion not seriously 
affected by its prosperity. 

At the conclusion of this Brief, certain suggestions 
are made for alleviating the difficulties of the 
Industry and for improving the position of the 
consumer of its products," 

Mr. Goforth will carry the burden of the body of the 
Drier. 

MR. GOFORTH: Mr. Chairman, and Commissioners, the 
first few pages of the brief proper, that is pages 1 to 5, 
up to the beginning of paragraph 7, I think cover ground 
which has been fairly fully dealt with in the preceding 
briefs that have been discussed and read before the 
Commission, They give something of the historical back- 
ground of the increasing burden of real estate taxation, 
and are not directly related to the construction industry, 
On the suggestion of the rest of the delegation, I shall 
attempt to make a summary of those pages, and introduce the 
brief proper with these comments, 

"Tt may be possible to prove that other 

factors have partially contributed to the present 

unsatisfactory condition of the building trades." 
On the other hand, we respectfully submit that the most serious 
retardation of economic recovery referred to in section 5, 
sub-section 2 of the Commission's terms of reference, is to 
be found in the construction industry of the Dominion, which 
we represent, 

“But there is a deep-rooted conviction 
throughout this industry that the one great primary 
cause of continued depression in construction 
lies in the present high level and inequitable 
system of municipal tax-tion on real property. We 
submit that the facts conteined in our brief pro- 


vide ample evidence to justify this belicf., 
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"The following are a few selected examples of 

the evidence, all of which evidence is contained 

in the brief, or its appendices as regards the 
increasing and disproportionate burden of taxation 
which bears so heavily on present and prospective 
owners of real estate and which has made investment 
in this field no longer attractive or profitable, 
These are a few selected examples: 

(1) In the Cities of Edmonton and Calgary, the 
amount of property sales for tax arrears in 
each of the years since 1922 has been higher, 
often by 50% or more, than the annual total 
of tax collections. In 1935 and 1936. the 
same was true of Regina, Saskatoon, and 
Victoria S.C. iis condition is only 
slightly less serious in many other large 
Cities of the Dominion, 

(2) In the ten year period from 1926 to 1936, 
there wes a slight rise averaging 5% to 10% 
in the total assessments of twenty leading 
Canadian cities, yet the seleable total value 
of real property had actually declined 
during this period in the majority of these 
eities, Im spite of this, every City of Giie 
twenty had a higher tax levy in 1936 than 
in 1926. In Toronto it was 40% higher; - in 
Vancouver 80% higher: - in Windsor 60% higher; 
- in Montreal 50% higher; - in Quebec City 
35% higher; - in London, Ont., 25% higher. 

(3) Out of all public revenues received from 
different categories of Government our 
municipal revenues, most of which are der- 
ived from real estate, represent 57% of the 


total, - in New Zealand they are only 18,34, 
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“in the United Kingdom 17.5%, and in 
Australia 14%. It would therefore appear 
that our over-emphasis on real estate as a 
basis of taxation is without precedent in the 
other parts of the British Commonwealth," 
THE CHAIRMAN: Do you know what the situation 
is in the United States, Mr. Goforth? 
MR. GOFORTH: It rather parallels our own 
Mr. Chairman. In fact, many of those who have 
given many years of study, such as Dr, Brittain, 
who appeared the other day, speak of it as a con- 
tinental rather than a Dominion problem. Most of 
our methods of taxation, and particularly methods of 
collecting and assessing municipal taxes, are 
Similar on both sides of the border, 
THE CHAIRMAN: Have we followed them, or have 
they followed us? 
MR. GOFORTH: I think the evidence indicates 
we have probably followed them, much to our regret. 
" (4) A typical case to illustrate the 
general trend is provided in Appendix 
wor to our brief; and concerns: the 
City of Ottawa. In the 25 year period 
ending 1936, population increased 57%, 
taxable assessment 141%, but the tax 
levy rose 350% in the same period, 

(5) During the past few years taxation has 
absorbed from 40% to 100% of gross ren- 
tals, thet is of the income from real 
estate, We have yet to find any other 
revenue paying group in the Dominion, 
even in “he highest income-tax brackets, 
who are called upon to pay such a 


vicious proportion of their precarious 
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revenue as are real estate owners asa class, 

The National Construction Council is not 
directly concerned with present real estate owner- 
ship as such, but it is not difficult to realize 
the intimate relationship of the facts just 

cited with the recent history and present 

condition of the construction industry. Apart 

from certain special classes of construction such ag 
engineéring, industrial and commercial, this 
industry depends on two main sources of public 
demand, namely the renovation and maintenance of 
existing structures and the building of such 
annual increment of shelter in number and quality 
as may be required by population increase and by 
the normal obsolescence and replacement of 
property. 

We would respectfully draw your attention 

to a few further selected facts which illustrate 

how seriously our industry has suffered, and 

continues to suffer from the causes above cited: 

(1) The index number of employment, the base for 
which. is. 1926,in sechicase,  -félivincall 
Canadian industries to a low of 86.3 in 1933, 
and rose again to 102.9 in 1935 and again to 
114.1 in 1937. In the building trade, how- 
ever, it fell to a low of 39,1 in 1933, had 
recovered only to 56,2 in 1935, and was still 
well below 60 in 1937, 

(2) Yet these figures are, if anything, on the 
optimistic side. The real recovery, as far 
as construction is concerned, has been in the 
engineering classification, the index number 
of which had reached 110.5 in 1937, The 


remaining groups in this industry were still 
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“working at less than 50% of the 1926 volume 
of business at the end of 1937, ana that 
figure is still lower to-day, based on the first 
three months of this current year, 

(3) These figures for 1937 are of particular relevancy 
Since it was during that year that the Home 
Improvement Plan was receiving its greatest impetus 
and when the Dominion Housing Act was beginning to 
attain favourable results, An unprecedented 
degree of private and public effort was put for- 
ward by the construction industry, the chartered 
banks. and the National Employment Commission 
during 193” to secure an increased volume of 
construction work, Yet this industry continued 
to lag far behind the general economic and 
business tide -of the’ Dominion, 

(4) There was, moreover. no fundamental international 

reason for this lag, Taking the index number 

of dwelling units built, without State assistance, 
in Great Britain, it rose to the figure of 

189 by 1936, In Canada during the same period 

it had fellen 30% to the figure of 70.4." 

With your permission, Mr. Chairman, I will read now 
from paragraph 7, page 5, onwards; with this minor 
amendment, On page 4, the fourth last line of the page, 
there is a statement “Whereas in the United Kingdom - - - " 
This nceds some amendment; it should be worded "That the 
National Government bears 50% in the form of State 
subsidies to the local educetion, and the rest of it is 
borne by local revenue resources, a large part of which, 
of course, is local rates on property, Andy a* part OF 
which is collectcd from public utility revenues", So 
that it would hardly be fair to say that the whole cost 


of local education is borne by the National Government. 
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To pass on to paragraph 7, On page 5: 

"There is no greater index to ne personal 
characteristics of Canadian citizens (such as 
financial responsibility and integrity) than 
the ownership of a home or of other forms of im- 
proved real estate. The present weakened 
position of owners of rcal estate is partially 
responsible for undermining these standards and 
characteristics. 

Improved real estate, through yielding 
a low net income, has degenerated as a form of 
property suitable for investment, discouraging 
the entrance of capital into the construction 
industry which is dependent unon it, Another 
resulting factor of high taxation is the forfeiture 
of real estate to municipal authorities, particul- 
arly apparent in the case of vacant non revenue- 
producing land, 

The rent from residential and other 
property depends on the relation between available 
supply and effective demand. With the decline of 
the latter, together with increasing mill rates 
and unnaturally high assessment values, the 
annual income from property frequently fails to 
meet fixed charges which have been imposed on an_ 
arbitrary basis, as for example, municipal taxes, 

The absenceof adequate net income from 
improved realty has crcated widespread Financial 
weakness in property ownership and in the con- 
struction industry. The impossibility of 
gaining a net return has frequently resulted in 
improper administration, wherein owners have 
been led into obtaining the maximum possible out 


of a property before yielding it up to taxing 
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"authorities, mortgagees or lien ene eee 
The influence of high taxation on realty 
also results in a large number of foreclosures anda 
forced sales of real property, whenever there is a 
recession in economic activity or a business 
depression. The effect of such foreclosures has 
been to provide unfair competition for new 
buildings," 
The next paragraph mersly refers to specific cases of 
the heavy weight of taxation on particular properties 
which are given in Appendix AvelOuthis reported yi) Wil 
pass on to paragraph 9, 
"The absence in municipal assessments of 
an allowance for depreciation accelerates the de- 
struction of property values and is a definite 
deterrent to the improvement and even necessary 
repair of improved real estate for the reason 
that owners who have received no allowance during 
the depreciation of their property are likely to 
be penalized by way of increased assessments for 
such repairs or improvements as they may make, " 
IT might point out, Mr. Chairman, that this question 
of depreciation would be taken care of automatically if, 
as in the case in England, - and I think Mr. Jennings 
gave evidence on this matter a few days ago; - the 
Assessment was based on the yieid of the property rather 
than on its fictitious capital value, If it were based on 
the yield of the property there would be no need for 
depreciation allowance from year to year. 
THE CHAIRMAN: That would mean a revolution in the 
whole basis of assessment. 
MR. GOFORTH: Yes. 
COMMISSIONER ANGUS: Is it equally true of all 


provinces, Professor Goforth, that there is no allowance 
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depreciation? 
MR. GOFORTH; Of course, it is allowed im the 
income tax, 
COMMISSIONER ANGUS: But I mean for s«ssessment, 
MR. GOFORTH: As far as we are able to ascertain, 
we have not found any exceptions to that rule. 

"In the promotion of the Home Improvement 
Plan, it was considered necessary to approach 
provincial and municipal euthorities to arrange, 
wherever possible, that improvements would not be 
subject to increased assessments, In this way, 
we believe, the National Employment Commission 
gave practical recognition to the burden of aoe 
proportionate real estate taxation, 

Le INSECURITY OF HOME OWNERSHIP RETARDS 

CONSTRUCTION, 

The burden of present real estete taxes renders 
home ownership insecure and retards construction 
in many ways. In owner-occupied homes the owner 
has to pay high taxes which are equivalent to a 
mortgage on his property, enjoying rights even 
prior to a first mortgége, 

In many city communities it has become cheaper 
to rent than to own. For example, in Toronto, 
which has long been recognized as a city of owner- 
occupied homes, the number of rented homes has 
increased from 36,269 in 1926 to 48,972 in 1956, an 
increase of 12,703." 

THE CHAIRMAN: Have you the figures of the number of 
owned-homes in Toronto? 

MR. GOFORTH: The owned-homes are now slightly less 
than the number of tenanted homes, which is exactly the 
opposite of what was the case ten years ago. The figures, 


I think, are something like 53 end 47, 
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"The renter, who is in a flexible and unencum- 
bered position, is not bothered by the likelihood 
of secing property values reduced by advances in tax 
rates, Only when the costs of producing and carry- 
ing real estate and the taxes operate to reduce the 
supply of building accommodation. and rents Piece. 
do tenants pay the full measure of rcal estate 
taxes. 

Through its influence on rents, high taxation 
of real. estate contributes, to tie! doubling up" or 
two or more families in a single inadequate house, 
thus lowering the standard of living. . This 
naturally restricts the demand for housing," 

I have made a marginal nove, that at the present time 
Doere are sone So,000 dwellingsunite dn Canada less than 
pue numpscr Of Tamiiies, given an'the Official statistics, 
which would indicate a doubling up to that extent, 

THE CHATRMAN: How would apartment house dwellings be 
dealt with in that caiculation? 

MR. GOFORTH: That is dealt with, each apartment as a 
dwelling unit, 

THE CHAIRMAN: And there are 62,000 families more 
then separate dwelling units? 

MR. GOFORTH: That is the present situation, In 
1929 there were 30,000 more dwelling units than families, 
indicating a surplus; ixactly the opposite is true now, 

12, IMPORTANCE OF THE CONSTRUCTION INDUSTRY. 

This Industry is of vital importance to Can- 
adian business promerity, both of itself, and 
pecause of its inter-relationship with other 
industries. Of all employees, one-ninth are normally 
engeged in producing construction materials. A 
similar proportion are engaged in or dependent upon 


construction proper. One-tenth of all freight cars 
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“ere NOmally used in the transportation of con- 
struction materials and the distribution of these 
supplies engages one-twelfth of all wholesalers, 
Three-quarters of every construction dollar spent 
goes to labour either on the job or in the production 
and transportation of construction materials, 

The stagnation in the construction industry, 
therefore, prevents our national purchasing power 
from expanding, and is restricting the market for 
products and services of many other industries, 


13, THE LAG IN CONSTRUCTION IN CANADA. 


in spite of an increase in the population of 
about 12% since 1929. the volume of construction is 
still less then 40% of what it was in that year, 
The decline below the average year 1926 is also 
approximately 40%, 

arly in the recent depression, itu became 
evident that prompt action was necessary in the 
Construction industry. By ios public works 
programme in 1934, by the enactment of the Dominion 
Housing Act in 1935, and by the launching of the 
H.leP. under the National Employment Commission in 
1936, the Dominion Government definitely recognized 
the serious situation and the need for action, 

Valuable as these measures have been, the 
fundamental difficulty is excessive municipal 
taxation; a genuine stimulus to construction can 
come only with the alleviation of this burden," 

The next paragraph has already been dealt with in the 
preliminary remarks, and I think that paragraph 15 has 
also been dealt with. Passing to paragraph 16: 

“The Chert of Employment, Illustration 11l, 
(The third page following, page 12,) shows that 


employment in construction fell further than employ- 
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"ment in construction is included in the general 
figure, as are those industries which are subsidiary 
to the construction industry. Thus the lag in 
construction employment contributes to the veneeas 
ation of general industrial employment," 
I will pass over the rest of that paragraph as it has 
already been dealt with, Then paragraph 17: 
"The extent of the general recovery in 
Canada since the low point of 1933 has been shown in 
tilLustration 11, 

While family purchasing power has equally 
recovered, the money as, notegoinge into houses,  iIn-= 
stead, people are buying other things. This is due 
to general uneasiness, high realty taxes and modern 
Sales methods of products that are not subject to 
such severe and direct taxation as the buying or 
building of a house which usually represents the 
largest single purchase made by the average 
citizen. Yet housing is a permanent asset to the 
national wealth of the Dominion; the failure to 
investment money in it does not promote the 
general welfare and stability of the people, (See 
TMiustratbion, 1 Vi)s. 

18. THE DEMAND POR CONSTRUCTION > 

The decline in the volume of construction was 
far more severe than in general business during 
1929-33 and while the volume of business has now 
largely regained the depression losses, the volume 
of construction is merely 40% of its 1929 peak, 

The close pre-dcpression relationship of the volume 
of business end construction has been definitely 
severed because businessmen apparently are unable 
to visualize ean adequate return on their invest- 


ment in this field, One of these important deterrent 
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"factors is the present level of reel estcte 
taxetion and the threat of even higher Heer 

It may be contended thet the low level of 
residential rents is an important influcnce retard-« 
ing residential construction. It will be noted, 
however, that the low cost of construction largely 
equalizes this factor, Even when construction 
costs were rising, the volume of construction con- 
tinued to expand. It therefore appears that the 
uncertainty of obtaining an adequate return on the 
residential building investment is the main deterrent 
to a resumption of normal building, The same 
reason prevents the successful operation in Canada 
of building societies. which have played so large 
a DArGe.in «the promotion of residentiel construction 
in the United Kingdom. 

19, HOUSING IN CANADA AND TEH UNITED KINGDOM. 

The Chart, Illustration V, is illuminating as 
showing the comparison between the number of 
houses built in Canada as compared with Great 
Britain (England, Scotland and Wales), There has 
been an almost consistent rise in the number of 
houses constructed by privete enterprise in Great 
Britain since 1926, From 1930 the number built 
with Government assistance dropped materially, and 
during 1935 and 1936 it was negligible. This chart, 
in fact, shows that twenty times the number of 
houses are being built in Great Britain for a 
population only four times that of Canada» 

At the date of the Armistice there were slightly 
less than eight million houses in cxistence in 
Englend and Welcs and the expansion since thet time 
is shown by the building of 2,804,888 new houses up 


to December 30th, 1935, of which approximately 
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"2,000,000 were erected by private enterprise, The 


private enterprise refcrred to is mainly the 


activities of building societies, 


A good many years ago this type of house 


building finance was common in Canada, At the 


present time it is practically non-existent except 


in one or two localities, Some of the reasons for 


(a) 


The realty tax background, in that the amount 

of the tax is excessive, and if unpaid, forms a 
cumulative claim ahead of the mortgage irre- 
spective of Shevoccupancy or ths income 

position of the property mortgaged, 

Difficulties facing morteagees in realizing 

upon the security of their investment; since 

the income or rent from property does not 
guarantee the payment of taxes, and is frequent- 
ly diverted, mortgagees sre often compelled to 
pay considerable arrears of taxes, when assuming 
control of @ mortgaged property, in addition ‘to 
being subject to the delays and expense of 
litigation; this influence operates to reduce 
the margin of sefety of mortgages and to with- 
hold numerous properties from the control of 
mortgagees who might place them on a self- 


sustaining basis, 


(c)The provisions of the Canada Interest Act pre- 


J 


clude the caltgulation of interest in advance 
on amortized mortgages. which in Canada are re- 


payable every five years by the borrower, 


It has been argued in previous briefs presented 


v the National Construction Council to other bodies 


that the present system of first and second mortgages 


has proved unnecessarily expensive to home ownerses 
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"Changes to permit eventually of a better type 

of "home" finance, probably along the bared of the 
"Building Societies', are urgently needed from 

the point of view of the home buyer and to assist 
the stability of the whole business structure in 
depression times.” 

THE CHAIRMAN: Do you think it is likely that that 
idea, - the building societies. could be revived tomy 
extent? In Canada we have passed through that phase, ~ 
perhaps wrongly passed through it, ~ but we are through 
it now. A building society is a co-operative enterprise, 
Of course, in some sections of the country there is a 
return to the co-operative idea, but do you think it 
would be likely we would have a return to that method of 
house-building? 

MR. GOFORTH: Not without a serious change in the 
whole legislative system, which has made building 
societies impossible inrecent years, I understand a 
Cortain big loan company, with head office in,Toronto, 
stated recently that they would immediately change to the 
building society type of doing business if the Canada 
Interest Act were amended, if certain interest moratoria 
were removed to make it possible for them to act on the 
previous basis, and if the legislation was made favourable 
to them, particularly the payment of property tax by the 
tenant, as occurs in Great Britain, 

THE CHAIRMAN: Of course, the Interest Act provision 
was aimed at preventing an excessive rate of interest 
being concealed in a monthly payment, and from that stand- 
point it was important and desireble. 

MR. GOFORTH: There has been considerable discussion 
by the present Minister of Finance, - a discussion with 
the Council, and scveral members of the Montreal Group of 


the National Construction Council, have been studying this 
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g the past year, notably Mr. R. H. Mac“onald, who 
was expected here to-day but was unable to seebnan We 
have a lettcr and statement on building societies, sent by 
Mr. Macdonald, to be filed if the Commission would care to 
have them, 

THE CHAIRMAN: We can have that at the close of the 
brier, “Cem you tell) us “this: What isthe objéction to the 
existing act? There is no reason why, under the existing 
Act, a loan should not be made at a certain defined rate 
of interest, and then provision made that it should be pay- 
able by monthly instalments, As I recall the provisions 
of the Act, the Act is aimed at preventing a concealed 
rate of interest which the borrower does not realize he is 
paying. 

MR. WEST: JT think that might be answered, at any rate, 
to an extent, by referring to the present proceduré of the 
loan company who issues debentures; that is, they take the 
savings of the people in the form of $100.00 debenturesor 
Something of that sort, instead of by monthly or weekly 
subscription, but they terminate those debentures on a five 
year period, because they undertake to pay a fixed rate of 
interest for five years, If they make the term longer, the 
mortgege can be paid off by the borrower, and they must con- 
tinue the interest rate as they have contracted, Therefore, 
they cannot make their term longer than the five years, 

THE CHAIRMAN: That is true, but is that the point that 
ie op jected to, = the five year tern? 

MR. WEST: That is one of the points, The five year 
term is too short for the amortizing of a building society 
loan, Then again, to comply with the provisions of the 
Canada Intcrest Act I understand you have to go through al- 
most es many calculations of interest as is complained about 
in the cedministration of the Dominion Housing Act, and it is 


quite e substantial burden on the interest of the mortgage 
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over twenty years, 
MR. GOFORTH: I will read paragraph 20: 

"The construction industry is perhaps one of 
the most complicated of all industries in that its 
completed product is to a large extent assembled 
in the outdoors at the mercy of weather conditions, 
with a labour turnover which begins almost with 
the turning of a sod, and changes with every pro- 
cess and trade. In addition it is subject to the 
complicated arranging and synehr aization of 
material deliveries, 

It might be expected that this very complicat- 
ion would have developed a simplification of the 
feculeations andhinspections effecting ite: This, 
NOweviereurSenol the case, In principle the 
industry 1S subject to practically all the regul- 
evulons attecting other industries and, invaddition, 
municipal building regulations and inspections 
pertaining to health, safety, wages and hours and 
numerous other factors many ol whichterecriocal in 
cheracter “and Trequentlyvdiversentuin therrere=— 
guirements to meet similar conditions. Many of these 
regulations, however, are sound in character md 
have served @ purpose in that they have protected 
the public from defective, dangerous and unsafe 
workmenship. 

Referenc., must also be made to the multiplicity 
of reports, statistics and other information 
required separately, from time to time by the 
Dominion, Provincial and Municipal Governments and 
by various public departments, These are furnished 
at great cost in time, personnel and expense and 
result in considereble duplication and overlapping, 


The adoption of one or two simplified standardized 
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"forms embracing all the information required, 
would be beneficial to this industry. | 
Another influence affecting the construction 
industry is the Federal Sales Tax of 8% upon ore 
ing materials, Although the same tax applies on 
other commodities, this tax hes been calculated to 
amount to approximately a 4% increase in the cost 
of building. As municipal assessments on real 
estate are based on the cost of the property, the 
owner is thus compelled to pay approximately 3% 
annually on the 4% increase in the cost thereof 
(due to the present Seles Tax) during the full. life 
OF the property. This 1s) just another, contributing 
factor in the unattractiveness of real estate as 
an investment , | 
SUMMARY 
ine Brie? which we have presented may pe 
summarized as follows: - 

(a) Added responsibilities end social services 
have made increasing demands upon municipalities, 
and have placed a heavy burden upon real 
property which provides the major portion of 
municipal revenue, This has discouraged home 
ownership, investment in improved realty 
equities, and therefore new construction, 

(b)Municipal taxes are unduly concentrated upon 
real estate, but municipal expenditures benefit 
all citizens as well as the owners of real 
estate, 

(c) Municipal land and property taxes comprise a 
higher proportion of total taxation in Canada 
than in any other British country, discouraging 
the creation of permenent assets, reducing the 


standard of living as regards shelter and ser- 
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"iously affecting progress in a major industry- 
construction, 

(d) The proper basis of all taxation is ‘ability to 
pay (i.e. income), but real estate taxation is 
based upon an assessed capital valus, in many 
cases resulting in a capital levy against 
property owners, 

(e) High taxation upon real property results ina 
low net income therefrom, discouraging the 
entrance of capital into home-ownership and 
construction, A direct consequence is the 
financial demoralization of the numerous trades 
and sub-trades in the building industry, which 
is reflected in the weakened credit that 
now pervades it, 

(f) Lack of provision for obsolescence or de- 
preciation of building in municipal assessments 
is unjust and a definite deterrent to 
improvement and even necessary repair. Further, 
under the present system, owners are 
frequently penalized by way of increased 
assessments for modernizing and repairing 
Sheir property 

(g) The effect of (f) above and high taxation of 
improved real estate contribute heavily to 
poor housing. 

(h) The construction industry, when compared with 
other industrics and with increasing 
population, is still at an abnormally low 
level of activity, - a fact which hes already 
reccived Government end general recognition, 

(i) The construction industry is of vital import- 
ance to Ccenadian business prosperity in view 
of its correlstion with other industries, 


Its sub-normal activity restricts the market 
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"yor products and services of every other 


inuustry, thus retarding our national purchasing 
power, 

(j) High municipal taxation results in nortgege 
foreclosures and forced sales, making available 
humerous properties at sacrifice prices, to 
the detriment of new construction with etten- 
dant unemployment. 

(k) To improve the position of the Construction 
Industry, which is essential to the progress 
and development of our country, it is necessary 
to rclieve it of a portion of the existing heavy 
burden of mun-cipal taxation and change the 
present basis of assessment on real property 
from capital valuation to income, 

CONCLUSIONS 
From the foregoing, it is apparent that the 
Industry which the National Construction Council 
represents, is vitelly affected by the, present 
system of municipal taxation and by the consequent 
high taxes upon real estate, 
We suggest that your Commission give serious 
consideration to the following: 
1. Measures for Reduction of Real Estate Tex_ 
Burden 
(a) A reduction, equivalent to the cost of edu- 
cational and social services, should be made 
in the municipal taxation of real estate, 
bringing immediate relief and aid in many 
querters and encouraging the easing of 
prevailing mortgege conditions. 
(bo) The obligation for education, unemployment 
relief and other social services, should be 


borne by government authorities other than 
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"municipalities, and not from revenucs derived 
by taxation of immovable property, 

ll, Measures for Placing Municipal Taxation of 
Real Estate on @ More Equitable Basis, _ 

(c) That the income from, rather than the capital 
Of, Teal eetate, should be made the basis of 
municipal taxation, 

(d) Alternately, thet adequate provision be made 
for depreciation and obsolescence of real 
property in municipal assessment regulations, 

(e) That Courts of Appeal be established by the 
Provincial authorities for taxpayors who are 
not satisfied with decisions of Municipal 

. Boerdsvot Revision. 

jil. Measur.s of Heonomy Which Will Wholly or 
Partially Cover the Proposed Reductions in 
Municipal Real Estate Taxation. 
(f) More effective regulation of Municipalities 
by Provincial euthorities to ensure 
(1) Maximum economy in municipal administrat- 
ions 

(2) Merging of municipal departments where 
feasible, 

(w) Co-ordination and simplification of 
municipal building regulations, 

(g) Taxation procedure in general should be 
simpliced and more economically administered, 
Unified taxing procedure should replace 
present duplicate systems covering the 
collection of taxes. The income tax and 
the sales tax provide numerous illustrat- 
ions of such duplication,” 

MR. MARKUS: Mr. Chairman, there are certain 


members of the Council who would be prepared if you 
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cared to ask questions on various topics, to answer them. 

THE CHAIRMAN: We have reached the hour of adjourn- 
ment. Do you mind staying over until to-morrow? 

MR. MARKUS: I think, with the exception of Mr, 
Herrington, the rest of the gentlemen making up this 
delegation will be very glad to comply with your request, 

THE CHAIRMAN: I do not know that we need detain you. 
You have presented an interesting and valuable brief. The 
problems you have raised here and discussed, - taxation on 
real estate, - are problems we have had before us ever 
Since the Commission opened, and in every City we have 
visited we have had that phase presented, not as affecting 
the building industry, although that has been incidental, 
but emphasizing the undue burden, and we will no doubt | 
Haveviti toenorrow in the City of Toronto Brief... I do not 
suppose you can add anything to the brief as establishing 
your proposition, that the depression in the building 
industry is due to high taxation. Is there anything you 
can add to that? 

MR. GOFORTH: Mr. Chairman, we have limited the whole 
brief to one section of the Commission's terms of reference, 

THE CHAIRMAN: You have made out a prima facie case, 

I do not know that there can be anything more said on that 
point than you have already said. 

MR. WEST: The questions which we thought you might 
spring on us, - if you like to put it that way; 1, How can 
the basis of assessment be changed from capital to income? 

THE CHAIRMAN; That is a question which will probably 
require some time to develop, 

MR. WEST: Then we thought, among other things, you 
might raise the question of construction costs. Mr. 
Harrington came up from Montreal; he is really an expert on 
construction costs, If that question is going to be raised 


we would like it to be raised now, 
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THE CHATRMAN: I do not think we would go into that 
detail in connection with the matter, We approach it 
merely from the stendpoint of taxation, and the burden 
upon apeel testate, 1 supposes it is«a fact which everyone 
must recognize, that in periods of depression people do 
not normally spend money in building new houses, If they 
have means and want to put up a new industry, or a large 
building, they may do it beceuse costs are lower, 

MR. WEST; That is one point which might be developed 
in further discussion, in that most construction people 
believe that in the system of taxation we now have, mort- 
gage foreclosures are much more prevalent on the North 
American Continent, than they are in other parts of the 
world, and that that is rather a body blow under the belt 
to an industry which is already taking the form of grief 
which you have just mentioned. 

THE CHAIRMAN; Mortgage foreclosures are not very 
numerous in this Provinces, and I imagine that is true in 
most of the provinces, Due to the effect of provincial 
legislation, the Moratorivm, there are relatively few 
mortgage foreclosures, I do not know about the Province of 
Quebec, but I would think the same would apply; I would 
doubt if mortgage foreclosures constitute an important 
factor in the situation in recent years, because of the 
Moratorium Acts in force in the different provinces, which 
prevent the mortgagees from taking action. 

MR. WEST: Shall we say it is either the mortgage 
foreclosures or the anxiety of the owner to get away from 
his equity, ~ his commitment as to taxes, which are piling 
ahead of him. The present system does not make the 
occupier pay the taxes, as in England, and in consequence, 
those things hit the market for building materials, and 


demoralize our price structure at its most vulnerable 


time. 
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THE CHAIRMAN: I should think the real estate men 
would tell us that the turn-over of real estate ina 
city like Toronto in the past eight years, — that is, 
residential real estate, - has been relatively small as 
regards older houses or occupied houses. Of course, there 
are sales, and sales at a low price, That is a question 
on which real estate men will give us more light, do you 
not think, than you could? 

MR. WEST: That is quite right. We will agree with 
that at once, but the only point we realiy desire to make 
on that is that it is a very disturbing situation to us 
to find that through taxes and through mortgage equities 
which are beyond the control of the ordinary man in the 
Street, - the public, - forces him to undercut us at a 
bad time, Anything that can be done to minimize that 
bloy, - make provision that taxes must be paid by the 
OGCuUp1e4r , Willi be a help, 

THE CHATRMAN: There is one point onwhich JI think 
we would be glad to have light, if some one or more of your 
members could stay over to give it. That is, how would 
you propose to change the basis of assessment? That is 
an important and difficult step, 

MR. WEST: I could answer that shortly, in this way, 
that speaking in the manner of time, if that is a 
necessity, - it is not the immediate necessity, the 
immediete necessity as far as we are concerned is relief 
from the burden of taxes, We fully realize although it 
is not stated in the brief, that it would take time to 
change to the British system, We do not pretend to be 
experts on taxation, we think many other people are better 
qualified to answer that question than ourselves, but we 
ere convinced that something must be done on that basis 
otherwise the situation which might be cured, for the time 


by relief, will just reoccur, 
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THE CHAIRMAN; The relief of the burden on real estate 
is quite distinct from the method of taxation, al though 
the method of taxation might, in itself, operate as a 
partial relief of the burden, But we had it presented 
here on Monday by Dr. Brittain that having regard to the 
difference in the conditions in a new country like Canada 
and an old settled country like England, - I understood 
his view to be that there would be great difficulty in 
applying the English system to the changing conditions 
in Canadian Cities, 

Mn Wo. s  That nigh abe quate bruc . Gir but. trom 
our point of view one of the salient features of the 
ErLorenVovspemeie tie, Lackror forced sales in’ bad times; 
whether through taxation or foreclosure, 

THE CHATRMAN;: Of course, it is an important factor, 
In the Enelish system they do not tax -cmimproved real 
estate, I should think that would not be acceptable to 
tne me jorroy of our cities, 

MR. WhsT:) IT do not pretend to be familiar with the 
details but when you say they do not tax unimproved real 
estate, that is perhaps not entirely true, The safeguards 
are placed the other way, 

COMMISSIONER DAFOE: I asked Dr, Jennings whether, 
in a popular city, a piece of land which was vacant was 
subject to taxation, He said that it was not, I do not 
think you could apply that particular principle to 
Canadian conditions, 

MR. WEST: Of course, diverging here a Lictle spat . 
G2 municipalities here, ‘ speaking as an architect of the 
town planning area, - if the municipalities were 


properly planned that problem would come very small 


as - = wr Cs 


THE CHATRMAN: Of course, we are having a study 
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made of the whole question of municipal taxation, I thought 
possibly you had an expert on taxation here who could give 
us information, 

MR. WEST: We are construction men, Sir. 

MR. GOFORTH: Mr. Chairman, in consulting with the 
other members of the deleration, if the Commission would 
care to have a statement filed we will prepare and file it 
on that question of changing the basis of taxation, and the 
feasibility of it, 

THE CHAIRMAN: We would be glad to have a statement on 
it. You mentioned you had a létter from Mr. Macdonald. 

MR, ST. 7 JIPEN?: The brief will be Exhibit No, 282 
and the letter Exhibit No. 283. 

MR. WEST; We would like to thank you for the hearing, 
mit. 

THE CHAIRMAN: We have been very interested, It has 
been -n important brief; you have developed a most interest- 
ing and important phase of the question, We thank you 
for presenting it to us. 

MR. WEST: I would like to add that if, in addition, 
there is any further phase of the situation which you would 
like us to cover we would be glad to do it, 

THE CHAIRMAN: Thank you, 

EXHIBIT NO. ¢™*, Brief presented by 
National Construct- 
ion Council and its 
Constituént Organ- 
izations. 

EXHIBIT NO, 283 Memorandum submitted 
by Robert H,. 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


TORONTO, ONTARIO, APRIL 28, 1938 


The Royal Commission appointed to re-examine the 
economic and financial besis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Toronto, Ontario, 
on Themsday, April. 23,: 1998, at.10.40 a.m. 


PRESENT: 

HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS ) 
JOHN W. DAFOHR, Esq. Commissioners 
DR. ROBERT ALEXANDER MacKAY ) 
PROFESSOR HENRY FORBES ANGUS ) 

Commission Sounsel: 

Louis S. St. Laurent, K.C. 


Secretariat: 


Adjutor Savard, Esq. Acting Secretary 
R. M. Fowler, Esq. Legal Secretary 
to the Chairman 


Wilfrid Eggleston, Esq. Assistant to the 
Secretary 
FOR THE CITY OF TORONTO: 


Mr. R. Day Mayor 


FOR THE PROPERTY OWNERS ASSOCIATION OF TORONTO: 


Mr. H. E. Manning President 
FOR THE HAST YORK BUSINESS MEN'S ASSOCIATION: 


Mr. Haydock Representative 
Reeve Warren 


FOR THE COUNTY OF YORK AND CONSTITUENT MUNICIPALITIES: 


Mr, J. Ds, Lucas Representative 
Mr. W. W. Gardhouse Representative 
Mr. Robert Ainsworth Representative 
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Parliament Buildings, 


Toronto, Ontario, 
April 20th. . 1OSk, 


MORNING SESSION 


The Commission resumed at 10.30 A.M. 

THE CHAIRMAN: The first bricf to be hoard this 
morning is that of the City of Toronto which is to be 
presented by Mayor Day and thc City pobicitor, 

SUBMISSION OF THE CITY OF TORONTO 

Mr. Ro Day, Mayor of Toronto, was called. 

MAYOR DAY: Mr. Chairman and members of the Royal 
Commission: Jl am here to present this brief this morning, 
not only on behalf of the City of Toronto, but on behalf 
of the Ontario Mayors! Association, You will see on the 
copy of the brief which you havc before you a list of the 
municipalities represcnted by this Association. It repres- 
ents most of the larger municipalitics and almost all ef 
the cities of this province. 

THE CHAIRMAN: We had a bricf in Ottawa from the 
Mayors! Association, 

M&YOR D&Y: That was from the Canadian Mayors! Assoc- 
iation, 

THE CHAIRMAN: Mes, and I do not suppose these briefs 
conflict in any way, do they? 

MAYOR DAY: No sir, I do not think they do. I have 
seen the other bricf and the items in this one are not in 
any way parallel to those contained in the Canadian Mayorst 
Association Brief. These submissions are the result of : 
deliberations which we have made. I quote from the brief 
commencing at the top of page 4: 

" While the figures contained in this brief and 

the Exhibits thereto are, in the main, City of 

Toronto figures, they apply with, of course, varia~ 

tions of detail, to all the other municipalities 


mentioned and the contentions made herein are the 
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the contentions of all the other municipalities 
as well as Toronto who are in the same way in 
need of immediate financial assistance to enable 
them to cope with the ever increasing tax load. 

4s the Commission have bcen particularly 
instructed to "investigate the character and 
amount of taxes collectcd from the people of Canada" 
and 'to examine public expenditures and public 
debts in general', there has been prepared and is 
appended hercto a statement (Exhibit I) showing in 
respect to the City of Toronto, as follows, namely: 


On page 1: Statement of populatibn, assessments 


and tax rates during the period from 
1912 to 1957 inclusive; 
On page 2: Statement of current expenditure over 
the same period3 
On page 3: Statement of revenue over the same 
period; 
On page 4: Particulars of the gross funded debt 
of the City over the same period. 
also 
Exhibit II -~ Statement of expenditures for social 


services betteen 1922 and 1938, " 


THE CHAIRMAN: Mayor Day, may we just look at this 
schedule exhibit No. Ee 

MAYOR D&Y: The population is shown on the top line, 
and you will scc that during the pcriod shown here the 
population has inercased approximately 50 per cent. The 
next item shown is that of the assessment, in thousands of 
dollars, The per capita has practically doubled, .In 1912 
the per capita assessment was $825.05, while in 1957 it 
was $1,501.23. 

THE CHAIFMAN: That would be very largely due to the 
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increase in the asscssmcnt on real cstatc, I assume? 

MsYOR DsY: Mr. Chairman, the real cstatc. has jumped 
from $293,488,000 in 1912 to $858,575,000 in 1937. The. 
business asscssment during the same period jumped from 
$38,144,000 to $111,033,000, This asscssmcnt, Mr. 
Chairman, and members of the Commission, is based on the 
premises used for business purposes, and charged on a 
percentage basis according to the type of busincss. Of 
course, it is a real estate tax. In the samc period, you 
will note that the income tax assossment was $12,619,000 
in 1912 and it dropped to $3,650,000 in 1937. The income 
asscssment reached its peak in 1930 when it was $74,509,000. 

THE CHalRMAN: I thought it was cntirely abolished? 

MsYOR DsY: No, not for corporation taxes; the 
personal tax was taken away but therc was some question as 
to how long we would be able to collect corporation taxes 
and that was left with us, The next item is that of the 
asscssment for general purposes which is somewhat different, 
but it is fundamentally the same, 

THE CHhIRM4N: Why is there the difference for general 
purposes? 

MSYOR D&¥: Because in the city of Toronto we exempt 
from general taxation houses up to a value of $4,000.00, in 
varying percentages. However, this exemption does not 
apply for school purposes, it is just on the general rate. 
You will note that in the first few columns the figures are 
given for five year periods, that is up until L927ee ihe 
increase of 1917 ovcr 191% was approximately 70 por cent. 
In the noxt five year period the increase w§s approximately 


23 per cont, and in the following five year period the 


increase was 16 peg cont. In 1928 there was an increase of 


14 por conts in 1929 an increase of 5.le per cent; in 1930 


there was an increase of approximately 5 per eent -- I an 
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just making these figures approximate, as you see. In 1931 
the increase was 3.77 per cent; in 1932 1.28 per cent; in 
1933 there was a decrease of 1.19 per cent; in 1934 the 
decrease was 2.29 per cent. Coming to 1935, we see there 
was a decrease of .80 per cent; in 1936 the dccrease was 
4.59 per cent and in 1937 the decrease was .45 per cent; 
in 1938 the City had a still further decrease. 

THE CHsIRM4N: Do these other schedules refer to the 
sane matter or do they come in later on in the brief? 

MsaYOR DY: They come in in connection with further 
points in the brief. 

Now, in Exhibit No. 2, that is the very last page of 
our brief, there is a statement of expenditure for social 
services betwsen the years 1922 and 1938, Quoting now 
from the brief: 

" This statcment commences with the ycar 1912 so 

that some idea may be had of the financial position 

of the City prior to the Great War --" 
I am sorry, I think I read that before, so I will continue 
with the next paragraph. 

u To what extent motor powered highway traffic 

has increased during this period may be illustrated 

by the following three tables in which motor 

vehicle registrations in 1936 are compared with 

those in 1916." 

I will not bother to read the figures, but you will 
note that there has becn a tremendous jump in the regis- 
tration of motor vehicles. In 1916 there were 9,994 
passenger cars registcred in the City of Toronto, and in 
1936, 113,147. In Ontario, excluding Toronto, in 1916 
there were 40,330 passenger cars rogistered and in 1936 
there were 400.064. The total registration of motor 


vehiclog in Ontario, excluding Toronto, in 1956, was 454,074, 
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There was an increase in Toronto of ton tines, 
almost eleven times, and in Ontario, coxcluding Toronto, 
of ten times the figure of 1916. The table also shows 
the increase in 1936 of commercial vehicles registered 
within the city of Toronto and outside the city of Toronto. 
There is a tremendous increase of commercial vehicles 
registered within the city of Toronto and a still larger 
increase for the whole of Ontario, 
Returning to the brief, I quote: 
se During the period covered by the statement, 
this City has bccn compelled by the increasing 
requirements of motor traffic to expend nany 
millions of dollars in providing new highways, wid- 
ening and paving cxisting highways, scparating 
grades of highways from railways by means of bridges 
and subways. regulating traffic by various devices, 
and also to maintain its highways to a standard 
therctofore unknown, The expenditure of such 
sums has not only increased the city's annual 
current expenditures, but in many cases has contrib- 
uted largely to an increase in its funded debt. 
Approximately 23 per ccnt. of the existing debt of 
the City (excluding debt for self-sustaining 
serviccs) is the result of such expenditure. 
4nd still the necessity cxists for further 
new highways, more widening of cxisting highways, 
more grade separation, more traffic signals, and 
further improvements of pavements, ctc. Many sudh 
work& which should have been undortaken before 
aor eee not been underteken simply because of 
lack of funds. Such works of highwey improvement 
arc, it may be argued, primarily within tho juris- 


diction of the municipality, and the municipal tax- 
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paycrs must therefore boar ae portions of their 
cost. While therefore, this City is now sccking 

to Giselain responsibility for works of highway 
improvenent within its boundaries, the fact that 

it has such @ large and inorceasing responsibility 
should, it is submitted, be considered as one 

reason why municipalities should be relieved of 

other expenditures not so clearly ehargcable to then." 

COMMISSIONER ANGUS: Under highways, are you including 
strects and so on? 

MAYOR DAY: Yos, we are, but so far as parts of 
provincial highways within our own borders ara concerned, 
it is our opinion that that is of a different character 
than ordinary residential streets. 

COMMISSIONER sNGUS: Those figures include both, do 
they? 

MaYOR DsY: Yes, they do, 

Quoting from the bricf under the heading, "Sources 
of Revenue", I reads: 

4s shown by the said statement, thentotal revenue 
of tho ‘City of Toronto for the year 1937 was 


$35,972,166, the source of which was as follows; 


Roal Estate (including busincss taxcs $32,880,482 91.41.% 


Provincial subsiay 902,700 2.53% 
Other sources jncluding liconses my, re. oe 
and things of that nature 2,188,984 6.08% 
Total epee $ 35,972,166 100 COM 


THE CHAIRMAN: The provincial subsidy is one mil] on the 
dollar, is it not? 

MAYOR DAY: Yes, Mr. Chairman, it is one miil on the 
dollar for the general assessment. This is the figure for 


1937 when the provincial government took over the income tax 
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We recoived back, the first yoar, about $1,307,000. The 
government subsequontly relicved the city of some social 
services and gave the city a subsidy of one mill which 
anounted to this amount, This year, by reason of the 
decreased assessment the amount has fallen to $898,000, 

THE CHALRMAN: What was your income from the income 
tax or what would your income have been on the same assess— 
ment? 

MaYOR D&Y: I think that is found on page 29, No. 4. 

THE CHSITRM4N: If you are coming to it later in the 
brief, I do not want to interrupt you, 

MsYOR Da Y: Looking at the schedule on page 29, under 
the year 1931, the incone is listed as $2,375,000. 

THE CHsIRM4N: What was it in 1935? 

MsYOR D4Y: It was $1,395,000, that was practically 
the lowest ycoar. 1935 was the lowest, even going right 
back to 1917 and it was certainly the lowest before 1922, 
at least. 

THE CHLIRM.N: I was wondering what the amount would 
have been on the basis of this yoar's assessment? 

MsYOR DiY: We are unable to ascertain that, for this 
reason, it is an income tax on personal incomes, We can 
tell ir a very gencral wey from the figures in the hands of 
the Dominion Government for the Toronto District, but the 
City of Toronto is not separated from that Toronto District 
figure. It is for this reason that we could only give an 
approximate amount. You will note here, Mr. Chairman, that 
real estate forms 91,42 per cent of the total revenue and 
the provincial subsidy only 2.51 por cent, the remainder 
coming from other sources. 

COMMISSIONER M&CKsY: What is included in that iten, 


"Other Sources"? 


MAYOR DY: Tho revenue from licenses, court fines and 
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things of that nature. Thcre aro licensos for cifferent 
types of business retciving special services, This inforn- 
ation is containec on page 32 of the general notes, sire 
You will see there under the heading of “ieacllcone-wue 
Revenues", the following sources are listee: 
"Court Fines and Fees, Government and County 
Share of expenditure re Courts and Industrial 
Farms, General Licenses, General Rentals fron 
City Property, etc., Tax Percentages in excess of 
Discounts, Street frea Rentals, Beverage Rooms 
(City's Share from Provincial Government), Sundry 
Departmental Revenues, etc." 

THE CHSIRMLN: You do not gct any profit in Toronto 
from public utilities, doa you? 

MSYOR DuY: No, they are not even taxed. 

THE CHsIRMGN: I am spoaking of city utilities. The 
water, light and railway are all run on the basis of cost? 

MaYOR DY: Yes, and the hydro the same. 

COMMISSIONER MACKAY: Where do those utilities come 
in, are they included in your total income? 

M&YOR DAY: No, the only reference to them is in the 
gross funded debt. 

COMMISSIONER MsCKsY: You say the total income is 
835.000, 000, Goes that include the water rate? 

MAYOR DAY: Yes, it does, only the net result as it 
changes our tax rate. The approximate eost is charged for 
water and the surplus or deficit is made up in the general 
rate. It is a fact, that in connection with the waterworks 

there has never been anything charged for depreciation 
or anorbumeeion or replacenent. Nothing of that nature 


has been charged. There is now in the course of comple tion 


what is generally refcrred to as a duplicate water systeme 
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about $16,000,000; of thet amount about $14,000,000 has 
alroady been funded. . 


COMMISSIONER SIROIS: Mr. Mayor, on page 29 under 
the heading of 1936, you have listcd $1,207,000 as a 


provincial reimbursenent. That is, a reinbursenent by 
the pf *'vincial governnent owing to the abolition of the 
municipal income tax. For that purpose the governnent 
took the 1935 figures, I suppose? 

MsYOR DLY: That is correct. 


COMMISSIONER SIROIS: You have, in 1937, $902,700 
which is a subsidy, but what kine of subsidy is it? 


MsYOR DsY: In 1936 the provincial government re- 
imbursed the actual number of dollars we would have 
recieved from our income tax. The following year the 
government took over the city's share of the Mothers’ 
Allowance and Old sge Pensions and gave the city, in 
addition, a sum equal to one mill on the general rate. 
aid not fully reimburse the city, but the government did 
give the city this one mill on the assessnent. 


Quoting now from page 6 of thé brief, 


us 4s will be seen on page 1 -f the said state~- 


ment, the tax rate of the City has tendec to increase 


annually from 18.5 mills in 1912 to 35.7 mills in 

lig? eee 
This year, 1938, is again increased to 36.05, that is not 
in here. Continuing to quote, 

"The increase in rate since 1932 has been to a 

€onsiderable cxtent caused by a dccline in the 

assessnent largely brought about by the high taxes 

which result in decreased values of property." 


Now, at the bottom of page 6 there is a table, Mr. 


Chairman, giving a comparison of the tax rates of 1911 and 


1937. 


You will note that for education in 1911 the rate was 
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6.5 mills, snd in 1937 thc rate was 11.4 nills, In that 
item there is an increase of 5.1 mills, ana eee 1S. A Stil. 
further increase this year. The social services, in 1911; 
cost the city . .7 or seven-tenths of one gill, whereas, 
last year the cost was 5.4 mills, an increase of 4.7. For 
protection in 1911 the rate was 2.7, in 1937 5.1: this 
made an increase of 2.4, Health and sanitation; in 1911 
the cost was 2.5 mills anc in 1937 3,8 mills, The result~ 
ant increase was 1.35 mills. Under tho heading of 
"Highways", we fine the rate in 1911 given as 1.6, and in 
1937, 265, This gives a small increase of .9 mills. For 
local improvements, the city's share, in 1911, was 
c& mills, and in 1937 2.2 mills. There is an increase here 
of 2 mills, If that is carried out into percentages, it 
shows a tremendous increase, which has been brought about 
by the fact that the highways, as they are built today, 
are built for highway purposes, MThcsoc roadways are not 
built for those people who live on these strects, a larger 
and larger part of it has been borne by the general rate, 
THE CH.IRVMAN: You cannot properly charge the property 
owners on either side of the street the acditional cost 
necessary to put in a permanent highway for through 
motor traffic. 

MAYOR DsY: That is correct, and a very large number 
of residential streets are used for through traffic purposes. 
It is for that reason that the percentage has increased 
so tremendously. The cost of special services, deficits, 
increased 1,5 mills, In that connection, an important 
item would be the harbour. This is built as a joint city 


and Dominion work. The deficits for the harbour are here 


in the schedule and have been running over 4 nillion dollars, 
Last year we were able to refunc this at a. profit., the 


outstanding bonds, 
(Page 7112 follows! 
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MAYOR DAY: The City is a guarantor unconditionally 
for those bonds, but the harbor, together with the 
exhibitions, make up most of that $1,500,000 by deficits, 
The parks have increased only from one to one and one-half 
during that same period. Administration, on the other 
hand, has decreased from 1.5 mills to 1,3, even though 
our population has increased 50% in the same time, Unclassi- 
fied amounts have dropped, as you see, 

THE CHAIRMAN: The big increases are in education and 
social service? 

MAYORV DAY: “Yes, that is right, 

TH CHAIRMAN: Why should the protection increase so 
much? It is almost double, 

MAYOR DAY: Well, largely on account of motor car 
traffic. I would hazard a guess that at least 50% of the 
time of our police is taken up with the management and in- 
fraction of regulations by drivers of motor vehicles. That, 
mMoOresthan anything else, i ‘would say, “it is largely 
through the tremendous increase in the number of motor cars, 
We have policemen doing nothing else but taking care of 
motor car traffic, a very large number of them. Then the 
traffic signals on the streets, those are chargeable to 
protection. All of those things have tended to increase 
that amount, but it is all on account of motor cars. 

COMMISSIONER ANGUS; In education, your school populat- 
ion has increased a great deal, 

MAYOR DAY: Yes, but it has not increased to anything 
like the same extent, I will come to that later, 

COMMISSIONER ANGUS: What is the increase? 

MAYOR DAY: Fram 68 to about 110. But that increase, 
if I may say, is due to changes brought about in this 
Chamber, We have had to keep children in school until they 
are sixteen years of age, We have had to provide by an Act 


brought in primarily by the Federal Government for technical 


ee icin» ; a 
; ahd Bao elton erode eat dod y 


. oh pained ge G00, 006, fe Fade to Teom 40 woe 
‘qitacebero pita ene bt ergo! oerttt eine bocaeroa?” 


7 


, y 


“fed sto eit: rai) mofe es ainimbs sported 


: tineodd mare et) ot a a, f nett sensual 


see anid eet to EPS ‘one 


sae oy ae pfadqots ered: “actus 


pet & 
Die noitnoube Gi sie Beer conk aid ent ; MASEL TARO a 


eotwrea ti "| | 
: cial . &s J ¢ te aay STaAd BOYAM' 1 


( 68 SB Sse Toa P moekspeuitg City ivode aw  AMEEAR: sy . 
| i? . Leo’ teouss er #2 edoan 


ieaiony said ‘emke ont i ROG. hoe 


yy 


yes tovan to darave ‘reset ,Leew tad: srk | i 


a att saowy 8 Dissed bivow Xa sorts f 


; ¥ ay 
unt fis Soonessmen os Aviv ae eatne Bt astlod 0. ba — 


and Yo ROC TBS Th 


tent” ects lgay moron to wrevith ¥@ snatikekindr "to ito VE 


ce oe he gi Lisyae. gedd som 


% gato yotuom TO rode: wig Ol S38e700 it wontuanud ot aS a 
ry aitton! Bil aes: epee mo 


‘s,s etao BOAR VG Peay 
act men! wierit aia athe cated tev 8 ,otttent otep codon 


etestta et fo al sinees pethets © 7 


eit eaadd to LDA’ rqoprastons 7 
a) 


_ 


pe er Ww : pig 
of eidsestand sara Peo ~ 


eeeotont of bsbitet ey nl! 


endo odbat Mo tt voown no fife ef os due amos sedis 
stinbegou foodde TOY spas pybe mw) BUDA SLMOTEGTNUO, + 
| | | ieeb tnete Ss feago tome eased 
se kdoyne of powssdtorrd fon est ¢f oe eoY 4s%4a ROKAM, any, : 
Pa 4 tol eH of enog Litw tT _ suede. sin 38 ott: | “> 
| Taesntont - ar és eunmA. Aco EEMOD. 
qpeeevou! pods Te {OLE suc is oF 8S oot state — 
> ered nt Sueite pose conan ot eub ety) nil ea.) 
9 tisew footoa ot biide qoesu od present 
na Yd ebivord oc Hl , erad oW ans 


ewe 


TALS 


school education, The Government pays for a certain number 
of years and then withdraws, and the burden of the whole 
cost then falls on this municipality. They do not cut the 
cost by withdrawing, they simply shift the burden on some- 
one else's shoulder, 

COMMISSIONER ANGUS: The population has increased 50%? 

MAYOR DAY: Yes, it has, and the school rate has almost 
trebled. 

"Page @ of the statement, Exhibit 1, which 
deals with expenditures shows year by year the 
amounts spent by the City for its general services 
and for a number of other services in respect to 
which the City contends that the whole, or at least 
party, 1s not properly a municipal obligation and 
should not be chargeable to real estate,” 

MrerChairman, and Gentlemen, the figures, for ordinary 
services; General Municipal in 1912, $5,256,540; in 1917, 
$9,098,830; in 1922, $13,464,977; in 1927, $15,467,407; in 
1928, $16,025,381; in 1929, $17,026,186; in 1930, $18,114,621; 
in 1931, $19,910,982; in 1932, $18,842,298; in 1933, 

B17 , S60RS045 1m 1954, $17,191 97555 -1n..19554.$16, 902,279; 

in 1936, $16,728,085; in 1957, $17,194,874; and in 1938 it 
is $17,140,000, I read those figures to show that with the 
tremendous increase in relief that we have had to cut down 
the general municipal service to take care of that other un- 
controllable expense. That line, in effect, is the only 
controllable part of our budget, Underneath, (b) Health 
Service, is shown to be cut below 1931, The Libraries, a 
matter over which we have only partial control, - we have 
control of expenditures over 50¢ per capita only; The amount 
for highways outside the City is shown there. 

THE CHAIRMAN: What is that item, highways outside the 
City? 

MAYOR DAY: It is dealt with later in the brief, Mr, 


- 


e ron ad A | 
evra nieioanin Sete game texo8) ate aut 
: alaw ett) to. pobusd. end fire _pwarinttw tit 


wid su: Hor af em) seri Legto enum afaid se Lit 


}uae 8 


" pinay ne ete, Gris Ppbitergigale yore ay it 
snobiwods 


. be ari en oft] ID vik 
poe Hesebtoes eat Byiwe ace om 53 


“i ie ‘, als oe f. iy? my an are an I 
eos s nad eter Loos | | 


bv ‘to edt ve deeds RemeORS) 


Les | rey LU 
r 5 moar Ar 
Ee 1d) Toi BeOS Bie 7 a 
remy. FP Bea ’ 
oe ai 0 ‘ 


hyeg Neko ait, do hitw, 
cen et oe 4 


au 2 | pre ed ted sLuode:” 
~eegRo* . * | 
A Job, bits peur 19.00 ah wil 
alae Sok. f ) hha 4 re ‘ v 


hor ay tks “ i [eo bose, ah aT »D seeotunbe | 


‘ ° 
Pots } i on . a = eel why peg 
ii 1 Oa q% ie» aah “ 4s 


er. GRO. T 7 a) at) 9 £8, G80 - 58g Pit 
bie ly), Ake ti pombe 
ani var $y LOL Eh geT ae hae 0889 PLR 
ubWn SEL FIG (TER a8 :A50, B84 ate pheetonh~ 
| ao 1 100040 BR 
+ ab sesetons avobasmetd 
» Log bo heen lerecos, elt 

ylao ott al «toe .PRitagne eidad forages 
ities (et) , otaemtenn, rehash tubes re req vidailoriaos 
s ,esitem tl ote Jee iota tus adegd awods » Bt diated 
ered swfire feusuow dal estr VLRO Ovid on he beter rowasteds 
Owe ett «V¥Lin adtaan ee | Wt 
wane al wei aa 

ob batio acetal Bs tout @2 4 
er - 

SC pild ek RE lhe Sf bets 


oe _  * 


4) atbw tedi wetle,po « BOGLI 
awa to oF Daa ever ow peiks 


af 2eAds TERT AO atBO 


ne 


7114 


Chairman, Then primary education, that is dealt with 
later in the brief, and also the secondary education, 
Social Services, Doctor Dafoe, that is shown under (h), 
Statutory Obligations, the effect of the Government's 
action in taking over, in 1937, some of our statutory 
obligations, - Old Age Pensions and Mothers' Allowance, - 
it dropped from $2,070,040 to $1,785,788, as shown in the 
columns on the right hand side of the page, 

THE CHAIRMAN: In regard to direct unemployment re- 
lief, this is the amount that is carried into the tax rate, 
is it? 

MAYOR DAY: Yes, that is right. 

THE CHAIRMAN: It does not cover the funded portion 
of the debt? 

MAYOR DAY; No Sir, but in connection with that, you 
Will note that in 1922 it was one-fifth of a mill, the same 
tne Next yoar, «16, 216, o14, in 1950 it is .40, 1931 .87, 
in 1932 .75, in 19335 only .01, the following year .69, then 
detest Bee, ecco In 1930, o,60) an. 1957 ,. and. in 2950 10 1s 
4 mills, 

THE CHAIRMAN: Is that due to your paying out of 
current revenues a larger percentage of relief, or is it 
due to the increased interest on the funded debt for relief? 

MAYOR DAY: Both, Mr. Chairman, Would you like me to 
explain it in detail? 

THE CHAIRMAN: No. 

MAYOR DAY: It is both, in 1937 no relief was put in 
the tax rate, not even the administration costs. 

THE CHAIRMAN: What is the total funded debt for 
relief? 

MAYOR DAY: It is $7,478,000, That is on page 50, in 
our statement of the funded indebtedness. 

Then services not municipal obligations, dealing with 


the schedule we have just looked at: 
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"These services which will be hereinafter 
dealt with seriatum are Health Services, Libraries, 
Highways outside the City, Highways within the City, 
Education, Social Services (including Hospitalizat- 
ion of indigents in Hospitals and Sanatoria, and 
Children's Protection) and Direct Unemployment 
helier, 

Health Services 

The activities of the Department of Health in 
the control of communicable diseases, medical 
Supervision of school children, the sanitary con- 
dition of premises and the advancement of health 
teaching in general cannot be dissociated one from 
another, and all form an important contribution to- 
wards the improvement of the health standard and 
health attitude of citizens at large. An 
improvement in the health standard and health con- 
eept of the citizens of Toronto forming as they do 
approximately one-fifth of the total provincial 
population cannot help but be interpreted as a 
definite contribution to the virility of the nation 
as a whole, and therefore substantial assistance 
toward the monetary expenditures involved in 
such health effort should be made by governmental 
authority in relief of the municipal taxpayer. 

The very rapid increase in motor transportation 
in the last twenty years or so has removed the 
isolation of municipalities permitting the city 
dweller to more frequently contact city environment. 
In this movement of citizens, there is inevitably 
a.concurrent movement of infections, In safe- 
guarding its citizens from infectious conditions 
and in building up their general health, a large 


city directly safe-guards the sojourner in its 


: Gabtonteai, ie yo ado.teriyt spotvusi A 
Sees a _puedneet Git hook: ote, ai0e 5 bwee seh 


* fH: ead tube ange Pe Es) ois ah aidtue. 2 es : ' 
saciiarigeak aaiiwtos t) #aotvied Jatome pase: 
- . UF ‘ — nite mi are Betopu Mae te sot 
bre ,Sbsodsaeee 2048. 2 ot tenn Of 

ae Pl i eh, oie +ieenty Da 4 : as 
trace Ler FOSTLG hae saad ey ig ‘ne bite - 7 


dootvims, aalaok 
iivided Gay’ - Cae 
to Loutsos, one A 
<r ove ‘ ore bape ’ 
es =—fHC Gc iiee & é os , ‘ Hy Ly. ead Ih A YQ 
% been re é, 3. AtG To ao 1 tbS : i 


‘ iy oll 7 ; 4 ‘ . 
pete, Esme. Fix: THOMS Oo: E " iy 
; 


: : oo : am wh £enet 
pant ono betefooes! Ceonon at gettiode? 


_— y% wa P “y a: f h ‘<errs *) B : ' a 
sot notdedindyoo snes: tot boa. “ronson ib al 


Bal SET afd eiriaw 


=? 
the 


fue Dasbuske : 
on oe ae _ 
wweittve cd lees 
<% a eA 7 
a 
j s ' al oR wee Prom eee ee es : ; 
mt) Baas yn gees ib Mi me ea oat ee 4 : 
, 


sig to deo “ay 
Swat Bo TGs 


Sova ic Ta70,: yt (ahs tol O8 dO # 7 


a 
he att 
gofisa edd Te gtlisTo' hoo. s axhak 
iwage lodw @ BB; iP 
eee’ BIBL i eee ey ew og ote } Ae ad so . a 


ee peucgprer SF 4 tt j n ond it awod 


itt Sevilovis 265 
fetremn saves vt shat) ) ie 20, eo toe. 
/ faysacsad Lagi oinunm ou: at Yr L2OsegB yi.) 
roffatieqansss josvom Bi ooh f veow Hat 


bei, Lovage: B82 On Tb wd deaf ea? ah, 


ot 


atin ait ones ur} oie Oo faloal . - 
Es in aiid ao Lo Samed im tO Os | ie 
7 wat . aa , _ « . ; *y + oy cyt we Ci ent . 
ps AGRO iyns wa 2on0nen | at ot. 26h yor 
i . - 
eedat t vor al attedih gare: remewom hit AEs fo 
woTOm AG KuvRRO 8 vi = 
Tr! ny J ‘ 2 Ag L BLOB be 
cf Qu git Ode the 
. hated zat 
avt, ni compe Oe a oe + Sey th 7 


ek 


waos i tinoo. paige 
@piel es itl eet 


7116 


"midst as well as those with whom the city dweller 
comes in contact when away from home. The general 
standard of a city's population becomes, therefore, 
in these premises, an asset or a liability and 

as such of importance to the citizens as a whole 
beyond its immediate corporate border, 

As the health activities of this City cannot 
be satisfactorily dissociated one from another, it 
is suggested that a definite annual government 
contribution based on the actual expenditure for 
health purposes should be made to this City. 

The City of Toronto operates as well a 
hospital for those suffering from communicable dis- 
eases known as the Riverdale Isolation Hospital, 
This Hospital has not been placed in the same cate- 
gory as public hospitals so as to receive the 
benefit of government grants on a per diem basis, 
The activities of this hospital are perhaps more 
important and of greater benefit to the public at 
large than the services provided by general 
hospitals and it is therefore suggested that the 
making of the usual grant of 60 cents per diem for 
public ward patients is by no means unreasonable," 

THE CHAIRMAN: Why is it that the Riverdale Isolation 
Hospital is not on the same basis as the others? 

MAYOR DAY: Well, the Provincial Government says it 
is an isolation hospital, and that they contribute to 
general hospitals. The Provincial Government has always 
maintained that this is not a general hospital, it is an 
isolation hospital, and their grants cover only general 
hospitals, and we have been excluded from those grants, 

THE CHAIRMAN: And they are not authorized to make 
contributions under the grant? 


MAYOR DAY: That is right. 
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"The annual expenditure in respect to public 
libraries is a service which the City submits might 
well be considered as an item of secondary educat- 
ion, which is dealt with hereinafter, 

Highways outside the City: 

The City of Toronto, in addition to its own 
work of highway improvement within the City limits, 
has for many years been compelled to contribute to- 
wards the construction and maintenance of highways 
outside the limits of the municipality. The 
total of such contributions is nearly six millions 
of dollars, which has materially added to both the 
funded debt and the annual current expenditure of 
the corpvoration. The actual amount so spent by 
the City on highways outside its limits to December 
OLSts, 1936,. wass" 

On the next page are these figures; for Tounty “u urban 
Roads, known as the Toronto and York Roads Comm: ssion, a 
total of $3,208,978.26, and for King's Highways, 
$2,625,506,00,. a. total of $5,834,484, 56. 
THE CHAIRMAN: The first item County Suburban Roads, 
refers to county roads, and the second, provincial highways? 
MAYOR DAY: Yes. 

"The expenditure in respect to King's Highways 
was discontinued as of March 31, 1935, from which 
date municipalities throughout the province were 
relieved of direct contribution to King's Highways. 
The City's liability to contribute to County 
Suburban Roads, however, still continues." 

I might say that the City of Toronto presents this brief 
on behalf of these other municipalities as well. There 
are thirteen such boards within the province, - thirteen 


other cities have to follow the same regulations as cited 


here, 
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"Such expenditure commenced in 1911 when the City 
of Toronto and the County of York under the 
authority of legislation secured in the previous 
year entered into an agreement providing for the 
crsation of a joint commission to undertake the work 
of constructing and improving certain roads set 
out in the schedule to the agreement, comprising a 
total mileage of 113.75 miles, the expenditure con- 
templated being limited to $300,000 payable by the 
County of York, the City of Toronto and the Province 
of Ontario to the amount of $100,000 each. 

In 1915 by the enactment of the Ontario High- 
ways Act, the agreement between the City and the 
County of York was in effect annulled and the City 
was required to provide annually or from time to 
time an amount equal to that appropriated by the 
council of the county for the construction and 
maintenance of suburban roads. Statutory revision 
of the contributions payable by the municipalities 
and the government on account of construction and 
maintenance of suburban roads has been made from 
time to time and the proportions now obtaining 
are 

Province of (ORUAriLO Mig aie ss ste -+. 5O per cent, 
CGUNtY GEITOFK™ 5 Fase tad ae eres Der cent. 
Civy Or TOrGntoy . Wek. ore ews eeeo PSV ECon eg 
I do not think I need read section 17 of the Highway 
Improvement Act. 

®Study of Section 17 quoted above, demonstrates 
that of the three contributing parties, the City 
of Toronto only, is not given a voice in the pro- 
gramme adopted yearly for improvements. The 
County determines by by-law the works and expendi- 


ture proposed, the Minister of Highways is vested 
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"with power of approval, and in the absence 
of such approval, Governmental contribution is 
withheld, while the City is bound by mandatory 
legislation, to abide by the determination of the 
other two contributors as shown by Section 38 and 
part of Section 39 of the Highway Improvement 
Act. This is eminently unfair and discriminatory. 
Although these suburban highways are situated 
wholly within the County of York, the City at the 
behest of the County and the Minister of Highways 
for the Province, is compelled to pay its quota 
of 25 per cent, of the cost of construction and 
maintenance and is denied opportunity to 
participate in framing the programme, 

While the Ontario Statute (Section 8-Chap. 135) 
of 1910 and the agreement made between the County 
of York and the City of Toronto pursuant thereto, 
limited the obligation of the City by way of con- 
tribution, to a radius of twenty miles outside the 
City, the Highway Improvement Act abolished such 
limitation. In consequence, Toronto has been 
compelled to participate in highway expenditures 
far beyond the twenty-mile radius originally 
prescribed, the maximum radius now obtaining being 
approximately 41 miles as represented by Highway 
No. 12--known as the Sutton Road, which terminates 
on the division line between the Counties of York 
and Ontario, at a location approximately 1% miles 
south of Lake Simcoe, which is removed about 51 
road miles from the northerly City limits. (63 or 
64 miles from the City Hall) In actual mileage the 
County Suburban Roads to which the City contributes 
have increased to 247,92 instead of the 1135.75 as 


originally contemplated in 1911, an increase of 
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WLIA7 69 per cent, 

When the original agreement of 1911 between 
the City and the County was negotiated, the motor 
propelled vehicle was not a significant considerat- 
ion in highway travel nor was it then anticipated 
that it would attain the position of dominance 
which it now occupies. The following is a state- 
ment of Ontario motor vehicle registrations for 
the years 1910, 1916 and 1936 respectively:" 

It will be noted in 1910 there were no Toronto 
registrations, they were bulked, Ontario as a whole, 1977; 
in Avieo io Toronto, 11, 263; in° Ontario outside of Torenteo, 
41,627; in 1936, 130,850 in Toronto and 454,074 in the 
Province. 

"Phe foregoing table forcibly illustrates the 
tremendous and unforeseen growth of the use of 
motor vehicles in the period indicated, In the 
year 1910 there were but 1,977 such in the Province 
of Ontario and the number of foreign cars registered 
for entry exceeded by 276 the number of Ontario 
native permits, 

The increase during the years intervening has 
been phenomenal. It created a demand for additional 
and wider highways of more permanent construction, to 
which the Government and municipelity responded, 
This response entailed heavy financial outlay, For 
highway improvements within its corporate limits, 
the ratepayers of Toronto paid the whole cost; for 
those situated without its confines the taxpayers of 
the City were compelled by Provincial legislative 
enactment to pay in the quantum and over .the area 
determined by the provisions of such legislation, 
The municipality's only source of revenue to meet out- 


lay in this behalf is the ratepayer, upon whom it 
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“was imposed by tax levy. 

The Government of Ontario ese, discerned 
that this new form of transportation, demanding 
colossal expenditure for its needs, should be dir- 
ectly taxed to provide funds to meet Governmental 
outlay on highway construction. Exercising its 
sovereign authority, the Government increased motor 
license fees and instituted a gasoline tax payable 
by the owners of motor vehicles, which reimburses it 
for Governmental expenditure on highway account. 

The total Revenue and net Expenditure, respect- 
ively, on account of the Department of Highways for 
the year ended March 3lst, 1937, as shown by the 
Public Accounts of the Province was as follows:" 

On ordinary account the revenue was $26,976,444,23; the 
net expenditure $4,931,306,.65; on capital account the 
revenue was $1,198,973.85; and the net expenditure, 

$6 ,040,721.31, A total revenue of over $28,009,000 against 
a net expenditure of approximately $11,000,000, showing a 
balance of $17,203,390.12. 

THE CHAIRMAN: Mayor Day, what is the difference be- 
tween the revenue on ordinary and capital account? What is 
the distinguishing feature? Are these revenues from gasol-~ 
ine taxes and motor licenses? 

MAYOR DAY: Yes, that is the revenue according to the 
provincial government's blue book, These figures are taken 
therefrom, and we have no further information than that, Mr. 
Chairman. 

THE CHAIRMAN: For the moment I do not quite see, if 
it is revenue from motor licenses and gasoline tax, why it 
should be divided between ordinary account and capital 
account, 

MAYOR DAY: I confess I do not either, but this is as 


set out in the government's blue book, and I am bound to 
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convey them as I found them, Sir, But it does show a net 
difference of $17,203,000, using the govornment's figures, 

“Of the net expenditure, $1,934,474.28 repre- 
sents Provincial subsidies to County Roads, of which 
the County of York received $218,449.31 which includes 
Governmental contribution to County Suburban Roads 
administered by the joint Commission. 

By medium of the gasoline tax, the Government 
annually secures from motorists visiting Ontario, a 
considerable sum which cannot be segregated in annual 
returns, 

for the Giscel year endedSlst) March, 10570 the 
Province collected the following amounts from users 
of motor vehicles by way of levy for gasoline tax, 
lavenses),, Tees’ and fines, ve The total there is 
$26,665,042, 

; THE CHAIRMAN: Why the difference between that figure 
and the figure of $26,976,444.23, revenue on ordinary account, 
on page 127 | 

MAYOR DAY: Would you mind if I go back to that later, 
Mc Chairman? lthinkithere isan errorin ithe. brief. I 
think this amount here is the amount only from gasoline tax 
and motor licenses, and the difference is from fees and 
fines, 

THE CHATRMAN: That may be it, yes. 

MAYOR DAY: To continue reading from the brief: 

"Were it possible to determine the quantum of 
gasoline tax revenue derived from motorists hailing 
from without the Province, the average revenue value 
per Ontario registration might be readily derived, 
Failing this, it is helpful to calculate the average 
revenue value for the year 1936 on account of gasol- 
ine tax, licenses, fees and fines quoted in the 


paragraph immediately preceding. The revenue from 
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"these sources was $26,665,042, which divided by 
584,904--the number of Ontario registrations, pro- 
duces an average revenue value of $45.58 per regis- 
tration. 

The number of Toronto registrations for 1936 
was 130,850 which rated at the unit revenue value of 
$45.58 for comparative purposes would produce 
$5,963,231, an amount equivalent to 54.6% of the 
entire expenditure of the Department of Highways on 
Ordinary and Capital accounts for the year ended 
Slst March, 1937, 

It is apparent that several County Suburban 
Roads are so located and constructed as to operate 
as parallel or relief highways to The King's Highway, 
thus relieving the Province of immediate added ex- 
penditure for expansion of The King's Highway system, 

Toronto ratepayers contribute annually: 

A. To the Government of Ontario 

(1) License fees 

(2) Gasoline tax 
B. To the County of York through the City of 

Toronto. 

Twenty-five per cent of the construction and 

maintenance costs of York County Suburban Roads, 
Ce To the City of Toronto 

Taxation for entire cost of highway improvement 

and maintenance within the City limits, 

All Ontario motor registrants pay to the 
Provincial Government annual license fees and a gall- 
onage tax on gasoline purchased. Motorists from 
outside the Province vay gasoline tax only. 

The Government in part applies the moneys pro- 
duced by the aforesaid levies to: 


a, The construction and maintenance of The King's 
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"Highway system, 
Do The construction and maintenance of ‘County roads, 
including such as are declared County Suburban, 
Su The construction and maintenance of Township 
roads, as described and provided in The Highway 

Improvement Act. 

The contribution of the Government to expenditure 
on County roads is equivalent to 50 per cent, of the 
amount of such expenditure or such other proportion 
as may be authorized by the Act last mentioned, or 
any other Statute; to County suburban roads 50 per 
cent., and to Township roads from 40 per cent, to 80 
per cent. of Township funds expended thereon, 

The foregoing analysis demonstrates that Toronto 
motor owner ratepayers pay: 

Ao Contribution by way of license fees and gasoline 
tax to: - 

(1) The construction and maintenance of The 

King's Highway System. 

(2) The construction and maintenance of County 
Roads including such as are declared County 
suburban, 

(3) The construction and maintenance of Township 

. roads » 
B. Contribution to the County of York through City 
of Toronto taxation: 

Proportion of twenty-five per cent, of the con- 
struction and maintenance costs of York County Sub- 
urban Roads, 

C. Proportion of highway improvement and mainten- 
ance charges within the City limits, the whole cost 
of which is borne by the City of Toronto. 

It must also be borne in mind that those 


resident outside Toronto, and transients, do not con- 
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"tribute to-highway improvement or maintenance with- 
in the City, but all motorists, native (including 
citizens of Toronto) and foreign, contribute to 
construction and maintenance costs of: 

the Kane's Highway System, 

County Roads. 


Township Roads," 


{page 7128 follows) 
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"Highways within tho City 
Tho City of Toronto has cxponded millions of 
dollars for cxtcnsion, widoning and grade scparation 
of thoroughfaros within its limits which constitute 
links or prolongations of tho grcat main highways 
which touch its bordors. Kingston Road, Fleet Stroct, 

Danforth Avcnuc, Lloor Stroeot, Yonge Strest and 

Bathurst Stroct may be cited as cxamples. These 

great links through the City arc osscntial to tho 

proper movoment of traffic originating outside the 

Municipality, yct the Corporation as a whole and 

tho local ratcpayers in particular have becn callod 

upon to make immonsco cxponditurcs thereon without 

recciving any monctary aid. 

The Municipality contends that in equity it is 
entitled to secure a reasonable contribution thereto 
from the Government of the Province of Ontario which 
dcrives relatively colossal revenues from motor 
licenses and gasoline tax". 

THE CHAIRMAN: I suppose you have takcn these problems 
up with the govornmont of the Province? 

MAYOR DAY: Many and oft-timos, sir. 

COMMISSIONER MacKAY: Do you know of any provinee in 
Canada that Ene LER Sear citics or docs contribute to 
the maintonancc /shrough roads in the citics? 

MAYOR DAY: No, I do not. And I do not know of any 
other municipality that has to contribute to roads arvtside 
the city cither, and we havo done that to the cxtent of 
BOme-Six million dollars. Girteinly in the smaller 
mMunicipalitios tho Government pays tho road cost thoro, 
and up to as much as 80% in theso othor municipalitics, 
but none to us hore. And they come into the city and tocause 
& person happens to have a garage on a road which is a 


provincial highway or a King's Highway, and is marked by 
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Signs along that highway, thoy como and collect the 
provincial tax because that person happens to be on 
a King's Highway 

COMMISSIONER M:cKAY. But do they contribute to 
through highways in any city in Ontario? 

MAYOR DAY: Not that I know of. I do not think so. 

Ag I pointed out thoro are thirteen other cifics in the 
samo position as Toronto in connoction with these 
suburben roads. 

To pass to cducation: "A comparative statomont 

of annual expenditures on cducation during tho 20- 

yoar poriod, 1918-1937 ,inclusive and showing the 

amounts received from tho Provincial Govcernmont 

in grants in cach of the said yoars, is as follows:" 

It is quite a long list. In 1918 the gross 
expenditure was $4,149,415.65, and in 1937, $11,390,859.00. 
The amount recoived in Provincial grants in 1918 
$99,140.10 and for the yoar 1937 $507,814.67. You will 
note the small porcontage thorc, 4.5% only coming from 
tho Provincial Govornmont for cducation in Toronto. 

THE CHAIRMAN: We had this qucstion raised, I think, 
by the citicos, municipalitios, in all the provinces 
where wo have held sittinzs; but my impression is 
that the percentage contributed by the Government as 
shown in this table is smallcr than we have found anywhore 
elsc. 

MAYOR DAY: I think youare right. So far you are 
right, at any rato. I know the provinces you have tba 
in. They could only be smaller in the province of 
Quebec, And it is intercsting, Mr.Chairman, to note 
that this Ontario Government has passed an itom af 
$1,200,000 this year 1t thoir last scssion to incroase 
educational grants. Of that $1,200 ,000 it is estimatod 
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THE CHAIRMAN: That would improve your position 
slightly. i 


M.YOR DAY:It would improve our perccntage slightly 


but I do not think it will improve the porcentage of 
contribution to the city as rolatod to othcr municipalitics 


throughout tho provineo, and I think all the cities are 


in the samc position as wo arc. Something might be 
said there on the basis of where revenue is derived and 
wheres it is expended. 


Now, the comparative enrolment: 


1918 1937 

Public Schools 65,428 80 ,816 
Sccondary Schooi.s 5,350 22,895 
CORES 105,71) 


COMMISSIONER MacKAY: The proportion of your school 
population, for Lowor schools, in proportion to total 
population of the city, is declining, evidently? 

MAYOR DAY: No, I would not say that. 

COMMISSION R MackKAY: I mcan the population of the 
city increasocd at loast 50% during the period. 

MAYOR DAY: Not sinco 1918. 

COMMISSIONER MacKAY:; Oh, I beg your pardon. 

THE CHAIRMAN: The figures aro not here. 

MAYOR DAY: They are not. If you would like to 
have them -- 

COMMISSIONER MackAY: No, it is not important. 

MAYOR DAY: It is not important, but you can sce .it 
was approximatcly 500,000 in 1918 against 600,000 now. 

COMMISSIONER MacKAY: Yes, I was taking the wrong 
figure. 

MAYOR DAY; Yes. 
"In their cducational standard our schools have 
moved far away from tho old Threc R's idea, from the 

Little red school housc, and oven from the more 


modern ideas prevailing before the War. Year by year 
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now courses hrve boon added, but not with tho 
approval or consent of tho taxpayors who must bear 
the burdon. Truc, both provincial and fodoral 
govornmcnts have mado contributions towards the 
cost of cducation but thcir grants vary from timo 
to timc and may at any time be withdrawn while the 
particular services for which thoy are made, oncsc 
establishod, must be continuod - at the cost of the 
City. 
Some of the special types of cducation given by 
the Board of Education in Toronto aro as follows: 
Kindorgarton Classcos 
Manual Training Classos 
Household Scicnes Classes 
Orthopacdic Classcs 
Visiting Tcachors 
Muscum Glasses 
Art Galle Classes 
High Park Forest School (That is for childron 
(threatcnod with T.B. ) 
Open 4ir School 
Supervised Playgrounds 
Vacation Schools 
Swimming Classes 
Hard of Hearing Classes 
Sight Saving Classos. 
In addition to the activitics montioned above 
are the ovening schools for adults and youths. 
The budget for the Board of Education in Toronto, 
with respect to the percontage of the total City 
budgct for the last ten yoars, is as follows : " 
You will note that in 1928 it was 31%, 1929, 32.49 
1932, it was 30.55, 1935 it had come up to approximately 
31% and in 1938 it is 32.38% or approximately one third. 
"It might be argued with considerable force that 
the whole cost of education should be borne by the 
state and none of it made directly a tax on real 
property. This is particularly in view of the fact 
that the state, that is, the Province of Ontario, 


fixes the standard of education required, compels 


the attendance of pupils, etc., and the taxpayer 
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has no voice in saying what shall be expended. 

But without going to that extreme, it is 

submitted that at least in respect of secondary 

education the expenditure does not in any way 

benefit real estate and should not be borne by 

the taxpayer". 

THE CHAIRMAN: Mayor Day, is that entirely correct? 
Does not the fact that you have a good educational 
system here in Toronto add to the attractiveness of 
the city and make it a desirable place in which to 
reside? 

MAYOR DAY: It may, but we do submit that primary 


education is of a definite and real value as far as the 


property owner is concerned but above that standard 
that it is a type of cducation which, desirable though 
it is, and perhaps necessary, - certainly necessary in 
a grcoat many instances, - that that does not add 
anything to the value of that person because he is not 
a citizen of the city of Toronto, he is a citizen of 
the whole Dominion and the education that we pay for 
here does not reflect to the benefit of those who 
have paid for it at all, “but rather reflects to him 
as a citizen of the country as a whole. For that 
reason we submit we should not have to pay for it. 
"The State does, of course, make contributions 
to the cost of education in Ontario but not, it 
is submitted, to the full extent of its respon- 
sibility=:. 

The following shovs the average financial aid 
contributed towards education by governments in 
respective provinces and states." 

In Ontario the grants average 11.5%, Quebec 6.4%. 
TH CHAIRMAN; That is 11.5 for the whole province? 
MAYOR DAY: Yes. 
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THE CHAIRMAN: But so far as tho City of 
Toronto is conccrned it would bo 4.5% 

MAYOR DAY: Yos. But you will sec, Mr.Chairman and 
membors, how vory greatly these percentages do vary an 
that is why I was going to impose upon you by reading 
them, but I.neod not, you have it before you. 11.5 in 
Ontario, British Columbia 32.9, Princo Edward Island 
59.1, the British Isles 50 to 56%, South Africa 75 to 90%, 
and the Statcs varying pceorccntages up to 90%, but always 
a great dcal higher than we have here. 

THE CHAIRMAN: Of course, Mayor Day, there is a 
difference between British Columbie, Prince Edward 
Island and some of the othcr provinces, and this province, 
in that a very substantial percentage of the population 
~cside in areas that are not in municipal boundaries or 
school districts, where the province contributcs 
practically the entire cost, at least a very large 
percentage. They have not the samc municipal organization 
in thess provincesas we have in the other provinces. 

MAYOR DAY: But whereas that may be true of the 
nine provinces of Canada it is not true of these other 
states that I am going to mention in a moment. 

In this next paragraph you will see that we have 
included in our grants this amount that we are to receive, 
this $50,000 from the Provincial Government this year. 

| "It should be pointed out that the average 

percentage of government grants for Ontario is not 

indicative of what the percentage is to the 

total expenditures of the Board of Education in 

the City of Toronto. Government grants for the 

City of Toronto for 1938 will only eqal 4.8%. .... 

That includes that new grant passed this year. 
"of the total expenditures of the Board. 


It will be noticed that the financial aid contributed 
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by tho Ontario govornmont is considerably less 
than the perecntago of all the above provinces and 
countries notcod. This moans that the real property 
and business tax carrios the balance of the 
educational costs. 

The following table serves to illustrate how 
eentral governments in other countries contribute 
to educational costs: 


Percentage of Educational Costs borne by Contral 


Government: 
England and Wales a: whey aya 
Scotland Pisked Cis Pre etete 57/ 


Woret aaron cridag, waheus 6 ortane 82% 
Union of South “africa ... 75% 
Australia a alse oars LOO)" 
COMMISSIONER DAFOE: Those are the States of 
Australia, not the Commonwealth? 
MAYOR DAY: Well, that is trues, but it is bome 
by a Central Government of one type cr another, Dr. 
Dafoe. 
THE CHAIRMAN: It is borme, you mean, by a 
contral government as opposed to the municipalities? 
MAYOR DAY: Yoes. 
COMMISSIONER DAFOE: It is universal in Australia, 
but it is the states individually that accept the 100% 
responsibility. They may got it fram the Commonwealth, 
I do not know about that. 
MAYOR DAY: Yes, but they are sovercign states, the 
same as Ontario. 
COMMISSIONER DAFOE: Yes, but it is simply I thought 
it would bo moro accurate if it was made cloar that it 
was not the Commonwealth but it was the states of 


Australia, just as we have the provinccs in Canada. 


MAYOR DAY: "Sweden Metenceie’ 62% 
Norway ie ey’ 56% 
France spe 77%, 


Unitod States (All Statos considorcd) 19.5%" 
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THE CHAIRMAN: Whoro do you got tho information as 
to the United Statcos, all Statcs considorcd? 

MAYOR DAY: Wo got the statomcnts by simply gotting 
tho information from the diffcrant states and compiling 
them. As far as the other places are coneerned we got 
them from the British Educational Socisty. 

THE CHAIRMAN: Thank you. 

COMMISSIONER ANGUS: Mayor Day, before we pass from 
that point, we have heard a good deal from Teachers 
Fodcrations and so on, rather complaining that the schools 
are not nearly as good in rural areas as in big cities, 
ag indecd one would cxpect. 

MAYOR DAY: Ycs. 

COMMISSIONER ANGUS: Do yOu think that if the 
provinces contributcd the grcater portion of the cost of 
education that the citics would have, rolatively, as god 


schools as thoy now havc? Would net you cxpect oducational 


advantages to be much more equaliacd? 

MAYOR DAY: I do not think our schools would be any 
less efficient or that tho children would not be as well 
housed. But I do think that there is a great dcal to be 
said, ospecially for teachers in rural areas, to canpare 
their positions with tcachcrs in citios, shows a great 
difference. 

COMMISSIONER ANGUS: I will put it this way: Do not 
the cities to some extent pay higher salaries to sedure 
better tcachers, and would not they wish to do that 
evon at the expense of their own citizens? 

MAYOR DAY: That is a mattor over which the city 
council has no contro] whatsoecvor, and the constantly 
rising costs of cducation, as I will show, foreos our 
tax ratc continually up. If tho governmont takos care of 
everything, and thoir grants are prodicatod on tho type of 


school that we build, and whethor thoy have a window here 
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or thero, and thoy sot down tho curriculum, thoy have 
their inspectors coming in, thoy set tho standard for 
the teachers, thoy have the school for the teachors, 
then why should not thcy say what thc tcachers' salarics 
Shall bo, and cqualizc them to some cxtcnt according to 
the capacity of the teachers throughout the province? 
Ido not think there is an reason why tho teachers, 

or the standard in Toronto, should be difforcnt to that 
in the township of York, wherc you cannot tcll where you 
Loave tho city and ontor the township. 

COMMISSIONER ANGUS: = was moroly acking in one way 
or another this qucstion: Would the citizens be willing 
to forgo.. the power they have at presont of having better 
schools, if they themselves pay morc for them? 

MAYOR DAY: Well, that is a bit of a poser, Professor 
Angus. 

COMMISSIONER ANGUS: oes it not go to tho root of 
this question of whether the province or the city should 
pay the g@roater proportion of tho cost of education? 

MAYOR DAY: We have no control over the schools. 

We have no control whatsocver. 

THE OHATRMAN: You mean the city council has no 
control? 

MAYOR DAY: Yes. 

COMMISSIONER DAFOE: ‘The school board has? 

THE CHAIRMAN: The school board, which is elected by 
the citizens, has ar:largo measure of control. 

MAYOR DAY: No, I beg to differ with Hee sir. 

Tho only things they have control over are the appointment 
of teachors, tho salarics they are to receive, and the 
carctaking of tho schools. 

THE CHAIRMAN: That is what = moan. We were talking 


of teachors in differont parts of the province. The 
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citizons, through tho board of oducation, do control 
the salaries of the tcachcrs. 

MAYOR DAY: Yos. 

COMMISSIONER DAFOE: And thorcby the quality of the 
teacher, in theory anyway. 

MAYOR DAY: In theory that is true, but I do not 
Like to speak too much of this, becausc the Toronto Board 
of Education is able to take tho bottor teachers from 
all over the province of Ontario to porhaps the advantage 
Of thCTpUpIaSs in, the city of Toronto, .dofinitely, in 
the minds of thoso people fran other parts of tho province, 
at the cost of the pupiis of other municipalities. 

THE CHAT RMAN: And Commissioner Angus’ question, as I 
understood it was this: Would not the citizens of Toronto 
ratheor pay extra taxes and have that right, than have 
a goneral level cof cducational standard and qualification 
of the teachers throughout the province? 

MAYOR DAY: No, Mr.Chaixrman, I do not think the people 
of this city are so greedy as to expect that. I think 
they want tho peopie of this whole provinee given an 
equal chance with the children of this city. 

"Page 2 of the statoment, exhibit 1, shows that 

the City has oxpended on statutory social services 

an amount increasing year vy year from $158,494 in 1912 

to $2,375,340 in 1936." 

Would you like to look at that schedule? 

THE CHAIRMAN: Yes, just for a moment, 

MAYOR DAY:it is found on page 27. 

COMMISSIONER MacKAY: What ig included in statutory 
social services thore? 

MAYOR DAY: Tho list is on page 32, social services 
under "H", hospital care of indigents, old age pensions, 
mothers’ allowanecs - both of those we have been rolicved 


of. Mr.Commissioncr, childron's aid socicties; Ontario 
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training schools, industrial schools and women's 
refuges. 

THE CHAIRMAN: But the two largest items would be 
old age pensions and widows’ allowances? 

MAYOR DAY: No, Mr.CGhairman, we are, by the act 


of the governmont of a year ago, rolieved of the cost 


of Old Age Pensions now. But the great cost is the 

hospitalization of indigents and the next largest is 

the care of children under the children's aid socioties. 

"The amount spent in respect of these items in 

1937 was diminished below that of 1936 to 
$1,785,788, this decrease in 1937 expenditure 
being occasioned by the fact that the Provincial 
Government having taken from municipalitics nearly 
all their revenue from income taxes, as partial 
compensation rolicved the municipalities of the 
share formerly borne by them of old ago pemsions 
and mothers* allowances, except in respect to the 
costs of local administration which aro still borne 
by the municipality. The City has no control over 
this expenditure and submits that none of it can be 


said to benefit real estate, and accordingly should 


not be borne by the municipal taxpayor". 


THE CHAIRMAN: Mayor Day,how about the care of the 
children and the Children's Aid, is not that very much 


in the samo situation as tho problem of poor relief? 
MAYOR DAY: That is under a separatoc head. 
THE CHAIRMAN: Yos, I know it is under a separate 
head, but if you have children in the city that necd 
the care that the Children's Aid provides why is that not 
a reasonable charges against the city cxpenses? 
MAYOR DAY: The difficulty is that we got, as a large 
municipality, these people, ospecially unmarricd porsons, 


coming into the city of Toronto and a child is born hore 
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and the city has to takc care of it until it is twonty-— 
ono yoars of agc. This is a large municipality, I supposo, 
and cortainly persons in that condition move from ono 
municipality to another, and wo find that a vory largo 
percontage of wards are in that category. (I hope thore 


will be nothing said about that). It is neverthcless true, 
and we find that persons from all ovor the province como 


in here and these children are made wards and they remain 
wards until they are twenty-one yoars of age. They cost 
us during that period somo $4,600. Wo say that our roal 
estatc ownors are in no way responsiblo for that. 

THE CHAIRMAN: What is the annual cost to the city 
of that particular statutory service? 

MAYOR DAY: In 1992 it was $10,500, and in 193” 
it was $305,000. 

THE CHAIRMAN: Thank you. 

COMMISSIONER MacKAY; Is it possible, Mayor Day, 
to say that real estate should be taxed only for the 
benefit received by it? 

MAYOR DAY: I think that is fundamentally so. 

I think that is why we are a municipality. I think that 
is why we are a corporation, simply to effect collectively 
what would be impossiblo individually. 

COMMISSIONER MacKAY: But are there not certain 
social burdons thrown on the community, the people of 
Toronto, because it is an industrial centre? 

MAYOR DAY: Yes, that is unqucstionably so. 

COMMISSIONER MacKAY: Docs not the very fact that 
it is an industrial centre indirectly benefit real estate? 

WAYOR DAY: It may. 

COMMISSIONER MacxXAY: fFcrhaps not right in the 
immcdiate area where the burden falls. 

MAYOR DAY: That may to a cortain oxtent, but wo have 


in this brief trica to be reasonable. We are pointing out 
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thoso things. Wo could have said a groat deal more and 
uscd harsh language, but wo havo not choscn to do So. 
Wo focl that this honorable Royal Commission is sincorcely 
jntcrostod in this and wc simply arc prescnting the 
problom as we scc it. 

COMMISSIONER MacKAY: @uitc. I do not moan to cast 
any reflection on your presontation. I am merely question- 
ing that gencral thosis, whether taxos on rcal cstxto 
should only be in proportion to the benofit diroctly 
roceivod by it. 

MAYOR DAY: Certainly that should be fundamental 
for tho basis of real cstate tax. Income, no mattor fram 
what source it is derivod, should be taxed to provide 
social scrvices of all kinds. I think that is fundamentally 


corrcet. On tho othor side, there is no reason why a 


person simply because he owns a housc should have a 
capital lcvy made on that housc annually for such things 
as social sorvicos, irrcespoctive of cithor the revenue 
from the house or the value of the housc, bceause today 
asscssments arc one thing and selling prico is anothor. 
COMMISSIONER MacKAY: Of course that raisos a different 
question. 
MAYOR DAY: Of course it does. 
COMMISSIONER MacKAY: And that is the method of 
assessment that is adopted in Canada. 
MAYOR DAY: We know how much moncy we must raise 
and the amount we control. I can show you very definitely 
we have cut year after year, and we have cut that down 
because these costs over which we havo no control 
whatsocvor have gone up and up and simply without by-your- 
leave, we aro handed tho bill and we must pay it. 
COMMISSIONER MacKAY: Quite. I think you misunderstood 
mo. I simply moant that here in North Amcrica we followed 


the system of assossing real ostate at its capital valuo 
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rathor than its incomo. 


MAYOR DAY: Yos, you were going to say at its 
oarning value or at its capital valuo? 

COMMISSIONER MacksY: Yes. 

MAYOR DAY: But to change that would certainly be 
a very great fundamcntal chango, and it would be 


extremcly difficult as far as we are.concorncd here. 
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COMMISSIONER DAFOE: Your position, Mayor Day, 
is, I judge, that where you have so great a congregation 
of human beings as in the city of Toronto, there should 
be social services in that area. 

MAYOR DAY: Unquestionably, Mr. Dafoe. 

COMMISSIONER DAFOE: Your point is that there is 
no reason why they should be imposed upon the people 
who own real estate, is it? 

MAYOR DAY: That is correct; we have something less 
than 100,000 taxpayers out of a population of some 
600,000. The fact that a person is a taxpayer, is 
no reason to believe that that person has money. The 
fact is, that in recent years, we have confiscated a 
lot of this property because of excessive taxation. 

Real estate represents nothing, now, in the way of an 
estate, as it did at the time the Municipal Act was passed. 
Lt is our belie< that the Municipal Act and the 

Local Improvement act of this province are out of date, 

and have outlived their usefullness. It is our opinion 
that there should be a new set up altogether so far as 

the municipalities are concerned. These costs, as of to- 
day, have grown out of a belief that they are municipal 
costs.. They are costs we are all willing to pay, one 

way or another, but the people who are paying the most 

of these costs, are not the people who properly have the 
responsibility. From time to time, the federal and 
provincial governments get a city started on some kind of 
service, and then withdraw governmental support, leaving 


the city to carry the burden. This is wong. If the 


service were cut out and the expenditure cut off, so 
that it no longer had to be paid, there might be some sense 
to it. However, to simply withdraw and leave the city to 


carry on is, to a great extent, responsible for the position 
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in which the city finds itself to-day. 

COMMISSIONER DAFOE: Particularly when a city is 
restricted practically to a real estate tax, I suppose? 

MAYOR DAY: Yes,91 per cent or more comes from real 
estate. A city has no pvower to invoke new taxes. New 
taxes are never popular, but even when the city comes up 
to the government to ask to be allowed some new source 
of revenue, the city has not been permitted to have it. 

With respect to hospitalization, I read from the 
briset: 


"Under the British North America Act (Sec. 92, 


item %' the maintenance of hospitals is definitely 


and specifically set out as a function of the 
provincial legislature and it is the provincial 
government that sets up the standard to which any 
horoital must conform in order to be recognized 


as a public hospital within the meaning of the 


Ontario Public Hospitals Act and without such approval 


public. municipal funds could .mot be. paid tothe 


institution for care of its indigent sick. 


Under this statute, provincial authorities defins 
the amount that shall be paid by municipalities for 
maintenance of indigent patients in public general 
hospitals and the following statement indicates 
the per diem rates required to be paid by municipal- 
ities during tho entire period of hospitalization 
and the government's supplementary amounts payable 
only for fixed period; during the years 1912 to 


Poy ao 


In this respect there is once again the situation 


where the province sets the standard and the city pays 


for it. The rates are given at the botvonm of page 17 


in thc brief. In 1912 the city paid $1.00 per day and the 
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province twenty cents. This practice continued with the 
city paying various amounts until 1937, when -the city 
paid $1.75 per day and the province sixty cents. You will 
note that in 1932,-33, and-34, the province paid sixty 


cents per day and during part of this period the provincial 


rates were reduced by 7 $ per cent to 15 per cent. Re- 
turning to the brief, I quote: 

" The following statement indicates the 
increasing amounts expended yearly by this municipal- 
ity for hospitalization of indigents and out- 
patient treatment from the year 1922 to 1937, in- 
clusive," 

In 1922, it amounted to $711,701, and in 1937, it 
amounted to $1,389,655. 
THE CHAIRMAN: I notice that there has been a drop 
Simce 1935. 
MAYOR DAY: Yes, there has been a drop since that time. 
The city has changed the agzsement; it formerly paid 
the hospitals at the rate of thirty-two cents per out- 
patient which cost something like $150,000. The city 
took a leaf from the government's book and paid the 
hospital a set sum of $100,000, thus saving itself the 
difference. The system of investigation has been 
changed with respect to people applying for hospitalization 
and this has tended to cut down this amount. The next 
item is also cut down. In addition to that $1,589,000, 
the following amounts were expended for medical services 
under the Unemployment Relief Act to families receiving 
unemployment relief for the years 1934, 1935, 1936 and 
1937. These amounts are set out at the top of page Lee 


By 1937 the amount had been reduced to $85,200. The govern- 


ment, by the way, sets the per diem which the city shall 
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pay for persons on relief. 
Quoting now from the brief: 

"Hospitals, for obvious reasons, must be 
located in centres of population, preferably in 
close proximity to Schools of Medicine, and the 
provincial government stipulates the standard 
of such institutions and also by law makes such ser- 


vice available to indigent residents of any part 
of the province, who acquire three months' residence 
in the municipality where the hospital is situated, 
it would therefore, appear reasonable that the 
provincial treasury should provide a more equitable 
proportion than at present." 
It is a common experience for a city to have a man 
moved into the city, register as unemployed, and after 
the three month period has elapsed, have him bring his 
wife into the city and have her hospitalized at the ex- 
pense of the city. Continuing to read from the brief: 
‘Regulations are from time to time issued 
by the Sntario Department of Health, under authority 
of the Ontario Public Hoppitals Act, the present 
Act having been amended in 1931, this Act providing 
the amount which shall be paid by municipalities 
for maintenance of indigents and to relieve muni- 
cipalities from financial burden of this service 
would require revision of the Ontario Public 
Hospitals Act." 
THE CHAIRMAN: Mayor Day, perhaps you could state to 
us the substance of the next two sections, and then 
come to the important matter of unemployment relief. 
MAYOR DAY: In connection with sanatoria, the govern~ 


ment, at its last session, did agrec so far as T.B. patients 
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wore concerned, to take over that cost. It is our con- 
tention that inasmuch as the government has taken over 
this cost--the government is making regulations which 
are going to minimize the advantage sofar as the eity is 
concerne . =the government might go further and extend it 
to the point where hospitalization would be a matter 
which the provincial government controlled instead of the 
municipalities, as now. 

THE CHAIRMAN: You mean hospitalization of T.B. 
patients, do you? 

MAYOR DAY: Yes, sir; the next part of the brief 
deals with child care and protection under the Childrens' 


Aid Society. 4s I stated a few moments ago, in 1934 the 


government raised the wardship from 16 years to 21 years. 

This increased, by a substantial amount, the cost to the 

city . It is realized that this is an important phase 

of social service, but it is our contention that it is 

not properly a matter for which the city should be charged. 
I. return to the brief at page 21 and read the paragraph 

under the heading, "Unemployment Relief": 

"By the Act of Confederation, the establishment, 
maintenance and management of charities and chari- 
table institutions as well as hospitals is clearly set 
out as remaining in the hands of the province and while 
unemployment relief known as such was not then 
definitely provided for, it could reasonably to-day 
come under this heading. 

Before Confederation, when the province of Upper 
Canada adopted the English law in respect of property 
and Civil rights, it very cxpressly did not adopt 
the Poor law of England (which placed the obligation of 


maintaining the poor upon local authorities), and it was 
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"not until as recently as the year 1935 that any man~ 
datory act of the Ontario lcgislature was placed upon 
the statutes, definitely meking municipalities 
responsible for such care and it was therefore scen 
that only through custom, due to the carly practices 
of municipal self-government, that relief to the poor 
came to be looked upon as a local responsibility. 

There are, however, certain provisions in the On- 
tario Municipal Act, whereby Municipal Councils may 
grant aid to any charitable institution or furnish 
outdoor relief to the indigent poor. 

With the advent of the depression and its resulting 
unemployment in 1930 the Dominion government, while 
definitely taking the attitude that the constitutional 
responsibility for such relicf devolved upon the pro- 
vincial and municipal authorities, were prepared 
to render financial assistance 'because of the 
continued existcnce of an abnormal situation.’ 

Under an agreament entered into between the Dominion 
and provincial authorities, both governments undertook 
to coxtend assistance to municipalities in the form 
of grants-in-aid of the excess expenditure over and 
above that amount normally expended by the municipality 
for relicf purposes, such financial assistance to 
cover the period from October lst, 1930, to March 
SLSiswlwol. 

For the Dominion governmental year 1931 to 19352, 
provision was made under agreement with the province 
of Ontario that both governments would reimburse 
municipalitics to an amount not to exceed two-thirds 
for all expenditures by municipalities for unemploy— 


ment relicf. 
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"The Dominion government grants on the basis of 
one-third of total unemployment relicf expenditures 
by the municipalitics was terminatcd on July Sst, 
1934, being at that time replaced by monthly lump 
Sum grants-in-aid for disbursement by the Province, 

The government of Ontario on December 3lst, 1935, 
discontinued making payments to municipalities on 


the basis of 66 2/3 per cent and substituted a 


plan whereby for the first three months of the fol- 
lowing ycar rebates would be made on a basis of 75 per 
cent of all expenditure but for the later nine months 
of that ycar, while the 75 per cont basis was con- 
tinucd, & maximum for cach of those months was set up. 
Thess quotas later in the yoar were reduced as from 
April lst by 7% per cent. 

As under this plan all expenditurcs exceeding the 
monthly quotas must be fully mct from municipal funds, 
not only was accurate budgeting next to impossible 
but from the undernoted statement it may bc observed 
that the city's share cxceecds 25 per cent not only of 
gross cxpenditures but of all admittablo items.” 

It must bc borne in mind that there arc ccrtain items 
which the city must provide and in which the government 
doas not share. The city also has to provide for the 
peymont of administrative expenses. 

Returning to the brief, I quote: 

"On March 30th last municipalitics in this 
provinee were advised by the Ontario provincial 
government the basis upon which financial aid wouhd 
be furnished the municipalities for the year 19358, 
taking as a basis the fixed monthly grants received 


by the provinee from the Dominion authoritics which 
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"it is statod, would approximate 22 per cent of the 
total gross cost to all municipalities in this 
provinces, to this amount the province added approx 


imately 42 per cent making a total contribution of 
approximately 64 per cent leaving the balance to 


be met from municipal sources of approximately 

56 per cent exclusive of amounts required to be 
expended for administrative purposes and non-admis— 
table itoms,. 

While the Dominion government has not at this 
date indicated the amount of their monthly grant- 
in-aid to the province of Ontario beyond March 3lst 
of the current year, that being the end of the 
Dominion's fiscal year, the provincial authorities 
have advised municipalitics that for the remaining 
nine months municipalities should budget for at 
least 30 per cent of estimated gross costs of relief 
which together with the municipalities’ share for 
the first three months already paid would approx= 
imate an average for the cntire year of. 36 per 


cant as compared to 29,39 per cant for the year 


1937, in both calculations admimistration and 
costs of non-admittable items are included." 

At the bottom of this page, there is a table showing 
the citys share of admittables, in percentages, as com- 
pared with the city's share of gross, including adminis— 
tration.. In 1938, the city's share of gross is esti- 
mated to be 39,5 per cent which is the highest it has 
ever been. 


Continuing to quote: 


"Under the provisions of the Unemployment Relief 
Aot, 1935, passed in the session of the legis- 


lature of Ontario in 1s35--" 
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THE CHAIRMAN: You have covered that already, you 
have told us that. 
MAYOR DAY: Yes, it is well-known. Coming down to 
the curtailment of civic services due to lack of funds, 
I read the paragraph on the first one, Health. 
“Health. 
The services provided by the Department of 
Public Health of this city are dealt with else- 
where in this brief. Owing, however, to the con- 
stant inroads made upon the resources of the 
municipality, particularly the sums required to be 
spent for unemployment relief, it has not been 
possible to maintain the same standard of service 
in proportion to population or to keep abreast of 
the times in the application of sssential develop- 
ments in public health. 
Police Services: Notwithstanding that the 
population of this city increased between the years 
1930 and 1937 by 23,866 persons, and that between 
the years 1929 and 1936 there was an increase of 
some 34,242 passenger and commercial motor ve- 
hicles registered in Toronto, resulting in a tre- 
mendous increase in police duties, the Police 
Department has becn required to carry on with 
reduced appropriations as hereirester indicated." 


The figures for this department have already been 


given. 
THE CHAIRMAN: Yes, we have those figures. 


MAYOR DAY: You have the figures, and you can see 
that there is a drop from year to year. The amount will 
be approximately the same this year, Because of the 


curtailed expenditure, the city has been unable to under- 
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take many of the services which should be provided. 
Brake testing provides an example of a decreasing ser- 
vice. This service, the city believes, is AGesasens 
in order to cut down the number of injuries and fatalities 
from motor vehicles. It has had to be suspended because 
of lack of funds. Fire protection shows that this depart- 
ment hes lifewise been required to effect a reduction 
in its appropriation. In 1988, the appropriation for the 
fire department was $2,599,797.00, while in 1938, it 
was $2,570,400. Operating departments is the next item 
deal’ with in the bbief and this is where the . city really 
has some control. Quoting from the brief: 
"The operating Departmenss of this city con~ 
sisting of the Parks, Property, Street Cleaning and 
Works, have likewise been required to effect im- 
portant reductions in the expenditures of their 
respective departments. A comparative statement 


of the current expenditures of these departments 


is as fojlows." 


(Page 7152 follows) 
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Then we have below a comparative statement showing the 
cost from 1931 to 1937; you have it there before you, Mr. 
Chairman. The table shows in 1931 the operating departments 
spent $8,091,686; in 1937, $6,192,477, a decrease of 
$2,131,754, or a percentage decrease of 23,47, and that per- 
centage decrease in 1938 goes over 26% because we had to 
cut them still further in 1938, 

"In order to provide funds for social services 
and unemployment relief demands, the council has 
found it essential to seriously curtail the necessary 
appropriations for civic services which otherwise 
affect the well-being, comfort and enjoyment of the 
citizens. The maintenance and operation of build- 
ings, roadways, sidewalks, sewers, street cleaning, 
garbage collection and disposal, waterworks, parks, 
recreational activities and services of like charact- 
er have been restricted to a degree tantamount to un- 
wisdom, and repairs have been slighted, thus reducing 
the life period of the units involved. This has 
resulted in unsatisfactory service and brings closer 
the day when added capital expenditure will be re- 
quired for replacement, 

Recrsational and playground activities have by 
reason of reduced appropriations, been unable to 
adequately serve the increased demand for such facil- 
ities brought about by the enforced excess leisure 
time of the unemployed. 

It is apparent that unless the municipality be 
relieved in some manner of a large measure of ex- 
penditure imposed by social services and unemployment 
relief requirements, a cumulative burden will be 
created with dire consequences to the ratepayers. 

The demands for essential services to the citizens 


are annually expanding while funds available therefor 
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"have shown a marked reduction as indicated by the 
table above set forth, 

Being required to spend large sums of money for 
social services and unemployment relief both on 
current and capital accounts, the City has been pre- 
vented from carrying out outstanding needed public 
services and improvements which must be financed by 
capital outlay. Two of such essential improvements 
are the provision of an adequate sewage disposal 
system for the whole of the City (exclusive of North 
Toronto which has already been provided), and the 
provision of additional highways to satisfactorily 
cope with the ever-increasing traffic. These require- 
ments are of major and imperative importance and the 
consummation of them would be markedly advanced if 
the Corporation were relieved of social service and 
unemployment relief expenditures, 

The outlook for municipalities under present 
conditions is not very pleasant to contemplate, The 
spectre of unemployment still stalks in our midst, 
Expenditure for its relief has not decreased as we 
hoped it would. The tax burden on the ratepayer is 
unduly oppressive. Assessments are going down and 
as they go down the tax rate must, of course, go Up. 
In all municipalities we see many vacant lots occupied 
in some cases by parked automobiles where the owner 
has deliberately torn down his building in an attempt 
to rid himself of some part of his taxes. Municipal- 
ities are steadily assuming by tax sales the ownership 
of more and more lend that is unsaleable under 
present conditions. Some method must be found to 
reduce taxation to a more bearable amount. 

It is hoped that the work of this Commission 


will result in some more equitable distribution of 
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"the cost of government and a decrease in the 
amount of such that is borne by the municipal tax- 
payer." 

I submit this most humbly, Mr. Chairman, on behalf of 
the City of Toronto, and on behalf of The Ontario Mayors? 
Association, 

THE CHAIRMAN: Mayor Day, yesterday we had a submission 
from the Construction Industries of Canada, in which they 
contended that the high tax on real estate, - municipal 
tax on real estate, was retarding building and the operat- 
ion of the construction industry. I would be glad to have 
the benefit of your views on that question. 

MAYOR DAY: Mr. Chairman, for myself and the members 
of the Board of Control, who are with me, and the members 
of the Council to the last man, if they were with me, would 
endorse that statement. We know that building is definitely 
being retarded, We know,from looking over the lists of men 
unemployed, that there is a very large number of those men 
at present unemployed who were formerly employed in the 
building industries. People simply will not,-having in 
mind ever-increasing taxes, and having in mind the exper- 
ience of their neighbors, - take a chance on building 
either for business or domestic use. There is no speculat- 
ive building going on as there used to be, and the percent- 
age of owner-occupied houses in Toronto has gone down, all 
of which we submit is because of the fact that these costs 
of our unemployment relief and social services have been 
placed against the real estate owner, We honestly and 
Sincerely do submit that if these costs were taken off the 
shoulders of the City of Toronto, as a Municipality, that 
it would immediately result in a very large increased 
number of houses and buildings of all types, which here in 
the City of Toronto would result in lower taxes, not only 


on those at present built, but lower taxes on those which 
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would be built, and would be to the benefit not only of the 
present taxpayer but to the unemployed; it would improve 
our housing conditions and generally stimulate business, 

THE CHATRMAN: Dealing with the unemployment question, 
are you able to give us the percentage of the City expendi- 
ture which applies to unemployed men who are employable, 
who are out of work because of economic conditions, as com- 
pared with the amount that is expended for unemployables? 

MAYOR DAY: We made a study of that a year or perhaps 
a year and a half ago, and we found at that time that only 
eight per cent of those on unemployment relief, as aside ‘ 
from ordinary relief, were not employable, 

THE CHAIRMAN: If you were relieved of unemployment 
relief, - of those who are employable, you could reduce 
VOUT Lax rate.about four mills. 

MAYOR DAY: Yes. Unemployment relief, in this year's 
tax rate, costs us four mills. 

THE CHAIRMAN; You would not be able to reduce it by 
quite four mills then? 

MAYOR DAY: No, because we have approximately $7,500,000 
capital costs. But if we could see that that was coming 
down to nothing in a relatively short period, I am sure it 
would have almost the same effect as if we were immediately 
able to do that. We have in our current budget $1,000,000 
of current account, and the balance is on capital account. 

THE CHAIRMAN: What is your estimated total expenditure 
this year for unemployment relief? 

MAYOR DAY: Last year it was $7,100,000, and this year 
it is I think $7,400,000. 

THE CHAIRMAN: And you have capitalized something over 
6 , 000.000, 

MAYOR DAY: The net cost to the City; it is down here 
as $6,800,000. We expected the Government would continue 


to refund the same percentage as last year, and now we have 
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found they are not going to do that, which makes $6 ,800 , 000 
which you have in this brief, rf a figure higher than that. 
That is total relief including the Government's share; that 
is the gross amount. 

THE CHAIRMAN: What was the net amount actually ex- 
pended for relief last year in Toronto? 

MAYOR DAY: $7,194,000, 

COMMISSIONER DAFOE: That is from all sources? 

MAYOR DAY: Yes, and our share was $2,409,000. 

THE CHAIRMAN: Did that $2,409,000 include any interest 
on the funded debt for relief? 

MAYOR DAY: No Sir, 

THi CHAIRMAN: That is the actual expenditure? 

MAYOR DAY: That is the actual expenditure, 

THE CHAIRMAN: I ask this, Mayor Day, because it has 
been raised in many places, where they ask to be relieved of 
the cost of unemployment relief, how about the administrat- 
ion. If the Dominion or the Province took over the primary 
responsibility for unemployment relief, of the employables, 
would it be as efficiently and economically administered by 
the Dominion or the Province as by the Municipality? 

MAYOR DAY: I think it could, especially in an area 
such as this, where we find that the standard of relief is, 
to some extent, different as between Toronto and these 
bordering municipalities, that are urban municipalities, 
and I think - this is my personal opinion - that relief 
should be zoned, and that within a certain area the standard 
of relief should be the same and it shovld not be possible 
for this City Council and that County Council and that 
Township Council to all have different standards, as they 
do have at the present time, 

THE CHAIRMAN: Has the City found that people move in 
from municipalities where the relief standard is lower than 


in Toronto, - that they move in to Toronto to get the benefit 
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of relief? 

MAYOR DAY: Yes, and we find that people come in here 
from all parts of the Dominion, establish residence and then 
want relief. We are bound to take cars of them and charge 
back for a certain period the relief to the municipality 
from which they came, although sometimes it is almost ce 
possible. But it is done, and after they are here a period 
of one year then they are citizens of the City of Toronto 
and we have to continue to take care of them indefinitely, 

THE CHAIRMAN: Have you any idea how many have come in 
in that way during this period of depression? 

MAYOR DAY: I am afraid we have not those figures, and 
they are exceedingly difficult to secure, A person may have 
maintained himself for perhaps a period of a year or two, 
or perhaps a shorter period, and then represents himself as 
a citizen of the City; he maintains he has always lived here 
and he almost automatically goes onreclief, 

THE CHAIRMAN; Mr. St. Laurent, are there any questions? 

MR. ST. LAURENT: No. There was just this one question, 
and not to detract at all from the view of the brief; the 
figures that have been used are the actual current dollars 
for each of the years in question? 

MAYOR DAY: Yes. 

MR. ST. LAURENT: And there has not been, in this brief, 
the establishing of the proportionate costs on the value 
of the 1913 dollar as compared with living costs, such as 
was done in the brief of the Citizens' Research Council? 

MAYOR DAY: No, we made absolutely no attempt along 
that line, Mr. Chairman, We did not think it would be of 
any particular value to the Board. Certainly the dollar 
change as between 1913 and to-day is made up by the increase 
in the assessment of the same buildings, the assessment has 
stepped up on the same property, I think at least as fast 


as the dollar value has changed. So that you have the 
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assessment about three times what it was in those days, and 
at the same time the mill rate has doubled, 

MR. SI. LAURENT: In any event, to put the figures in 
this brief on a comparable basis with those of the Citizens' 
Research Council it would be only a matter of applying the 
factor that is stated in the Citizens! Research Council 
Dit SLs 

MAYOR DAY: I think so, I think we can show buildings 
in the City of Toronto that have been changed very little in 
that period where the assessment is three times higher and 
the tax rate twice as much. which means they are paying six 
times what they were on the very same building at that time, 

WR. ST. LAURENT: In actual current dollars? 

MAYOR DAY: In actual current dollars, 

THE CHAIRMAN: The brief will be filed as Exhibit 284, 

EXHIBIT NO, 284 Briefiof the, City 
of Toronto and 
of The Ontario 
Mayors' Association, 

TH CHAIRMAN; Mr, Mayor, we thank you for the 
presentation of this brief; it very clearly and forcibly 
presents the position of the City of Toronto and other 
Ontario cities. The matter will receive our most careful 
consideration, 

MAYOR DAY: I thank you, Mr. Chairman, We appreciate 
very much to have had the opportunity of presenting this 
brief to you. We have a great deal of confidence in you, 
Sir, and your fellow commissioners, and we anticipate your 
report with the utmost pleasure, Our only prayer is that 1% 
will be acted upon, 

COMMISSIONER DAFOE: The powers of anticipation are 
notoriously better than the powers of achievement, 

MAYOR DAY: Mr. Chairman, you asked me a question which 
I could not answer, with respect to the difference in those 


figures, Now, I find thet there are certain miscellaneous 


ce IWHLT eas ¥ 
faa EO wae tn aealyl 
us Ait on ipo to. waaay, 8 jyinte att Bivow she 
iat Foray aappeaet agent Lisi ie Manne! 
. ' 
a a 
i), eapyet CL batt Weitee, aed weve nit dt Li goa Mase? Ls 
: Pa ade 8 , id gaa DOP Me abo HSS0 ews Paas eet to. 
oH, hom toned | sels sete Steamer Sone edpunsatte:’ 3 
x te | ‘tence ata waee other wocitw \ epee ee ante mea 
‘Sick, Pa? 20 oRe His f heres yaev one #O, atew ering 
2°) WE ke . veenns Lewtoe ME Pal Gad ite pe: aes 
a ike ai aie 
4 


ie 
ey 
= 

in 


E . et Bee BOG eee ee fengos ns Yan, soma al 
oy. siete aie lim eee mel eae RAltend edt HRM ANO * a ‘4 
you Sees CY > Gav, el vlad ea Lei ais iy 
Laas 2 ay" oh ui . ve or 
Na i | Reale 
sok t2i5 ‘os "ia ee . : ie 
| | i WoT ANG a 


! ‘eine efdt “to neitstnonet 
: aoe iy ee YOLG @8F 2% opdteod pe azaoae i: 

| re trol tone 
ii; io’ ‘ cm dudemet LL et yam eifl seotdee obistae: 


auc :shrabasion! 
. i aA oe he) has) a ea woe dae J sa AM ~q 
See A ee ea art: ae 


i foie Bee ae ehinpricgeo td bag avai og sovet yrev 


e 


aan : Pi ” 4, q L ; F 
am, oa wow. of Sonebh imo te asen FSosy | * eyac oW ab ins of ‘tests! 
7 “tuay efeetetéca-ow fie  eteng et. y, woLte <uO% baa oe a 
‘ ; 1 z yy > *, Lv an & pre > ae ee 4 J r 


7 ; Seid ip) wera hie epg .o ties iq scanty edt tirtw tro 
7 . ey oy im ea iv 


stoi hotos ad LEM 
i 
ons Holtwctolieas To erewad 64 BOM AG wal raetilo 


o “ ; { 


teen vette, py, eaawnd #49 Price tebied ylewolsodor a 
hi Yala aa ‘ wy, - He oebadt si iss OL 


é 


‘a } Sn oe ere ‘ 
ist LAs a 3 uA } 4h 


_ asin of 
Wend fii eaneaat Le ads oY C6 Capit on iz eth 


7 a Ps 


“povsnst Leoutin nfadiee eGE. siers t383 mee, wor 
wi 


a 
ey le 


7159 


revenues that the Government enjoys; motor cycle licenses, 
rental permits, sales of lands and buildings, equipment, 
and so on, which make up the total, 

THE CHAIRMAN: The next brief is that of the Property 
Owners Association of Toronto, 

Mr. H. E. Manning, President, Property Owners Association 
of Toronto, was called: 

MR. MANNING: With me, Mr. Chairman, there are a 
number of the members of the Board of Directors of the 
Association whose names I will put on the list that I am 
handing to Mr. Fowler, 

THE CHAIRMAN: Give the names to the Reporter so that 
they will be on the record. 

MR. MANNING: The names are as follows: F, W. Hill, 
First Vice President; J.H. McMillin, Second Vice President; 
Be N. Dewar, Third Vice President; Robert Forsyth, K.C., 
Director and President of the Property Owners Association 
of Ontario; Norman W. Long, Director and Honorary President 
of the Property Owners Association of Ontario, A. H. Cox; 
Alex. Grant; W. H. Little; J. E. Trotter; William Vokes; 
Arnold M. Ivey; Directors; Mrs. A, M. Guest and Mrs, L. H. 
Nicholson, 

THE CHAIRMAN: You are very strongly backed up, Mr, 
Manning. 

MR. MANNING: Yes, I hope I amworthy of the backing. 
May I say this before I start, Mr. Chairman, I had thought 
it might be better to speak extemporaneously to the sub- 
mission that is made here, but when I try to do that I find 
I cannot do it in as few words and there are very few things 
in this brief I would not like to say. Might I say this 
also, in the very nature of the thing it is not,, 22 our 
submission, a matter of detailed figures, but we are trying 
rather, to give some perspective view, if you like, of the 


problems of the property owners. With that in mind we have 
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have tried to direct ourselves to perhaps what might be 

an ambitious flight into philosophy of land ownership and 
land experience, With that, I should say this, that for 
general information we have been much handicapped in the 
inability to find as exact information as we should have 
liked to do, of a broad character, which would justify some 
of the statements which we make. Some of them must necess- 
arily be founded on conviction and experience, and the 
inference one draws from those things rather than from de- 


tailed facts. 


(Page 7164 follows) 
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I proceed to read from the briof;: 
"We recognize that some of our submissions may be 


regarded as controversial and that others may bo 


looked upon as impossible of fulfilment. We recognize 
also that current studies of taxation, and particularly 
land taxation, are soriously handicapped by a lack 

of detailed information, which is the mors romarkable 
bocause of the very large proportion of the total 

tax rovenuo of Canada derived from, or based upon 

the occupancy of, land - a proportion substantially 
higher as we bclieve than that found anywhere olse 

in English speaking British Dominions. Not only so 
but, apart from the offorts of various groups intercstdd 
in tho ownership, devclopmentand operation of land we 
have, in tho limitcd time available to us, been 

unablco to find any studics in respect of taxation 

in Canada, and its exomplar in this regard the 

United States, which in our judgment have given 
adcquate consideration to the effects of what may 

be called the North American land tax system. Attontion 
has frequently becn given to tho administrative side 

of the question, there has becn much discussion of 
methods of achieving cquality of asscssment, the 
limitation of land tax buxdions, the invention of 
Supplementary tax revenues and the like. But wo havo 
becn unablo to find any comprehensive study af the 
cffocts of the land tax systom on building enterprise, 
its social consequences in respect of home ownership, 
the development of sectional prejudices, the flight 

of capital from invostment in land and the collapse 

of the revenue resources of municipalities and many 
corrolated problems." 


I might say that in the course of our study refsrence was 
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made to two authoritios which wo boliove the most modorn 


published on this continent and in which I could find no 


trace of any consideration of those aspects of the 


problom. Thoy arc noted in tho foot-note. Thoso are 


the Twenticth Contury Fund, and Professor 


Studonski and some of his associatos. 


"Certain basic assumptions with regard to the 
stability of land tax revenues and the moral 
propricty of heavy taxation on tho ownership of a 
special gift of nature seom to have governed the 
thinking of thosc students of taxation who have 
taken the trouble to publish thoir viows. By and 


large the aftermath of the colourful dissertations 


of Henry George seoms to be a widely held conviction 
that in a peculiar way land ownership should in all 
cascs be stignatized by inescapable tax liability. 
This is the more remarkablo in that the ownership 

of many other forms of property is considered highly 
meritorious and deserving of all the encouragement 
that can be given to it by the State. Wo discard 
the single tax thoory as impracticable, yot, 

we adhere to its declamatory conclusions. What has 
happened is thatmoral indignation has been raised 


to the false status of an cconomic principle." 


I would suggest that if at any stage in the course of my 


reading of this, Mr.Chairman, I should seem to have 


transgressed the facts, I should be vcry happy to be 


interrupted and to endeavor, at any rate, to justify 


the positinn that is taken. 


"In our submission tho result has beon a confusion 
of thought which has brought our whole tax system 
within a measure of collapse, and which is in 
danger of bringing about profound social changes of 


a character likely to produce political instability 
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and the dostruction of tho more thrifty and 
roliable part of the community. Wo therefore ask 
your indulgenco in putting forward views as to 
the changes neccssary to revive confidence in homo 
ownership, the economic uso of land for other 


purposes and the consequential rovival of the 


building trades. We have sought to bo objectivo and 
unprejudiced both in our use of factual mateorial 
and in the measures which aro recommended as in our 
judgment necessary to produce a reversing of tho 
disastrous trend of the past twenty years. 

The keynote of our submission is based on 
criticism of the common ideas that our Canadian 
land tax systems are justificd on tho twin assumptions, 
the one that thoy arc proper measures for contm lling 
and rcsuming for the bonofit of society the unearmed 
increment of land values and the other the 
diametrically opposite viow that, taxes being fmm 
the landowners’ point of view a cost of production, 
the tenant pays the taxss. From either point of 
vicw (and both points of view though based on 
entirely diffcoront approachos soom to be held 
simultancously by a largo number of people) the 
resulting conclusions aro not in accord with such 
facts as aro known to us. In our submission it is 
open to very serious question whether, looking at the 
whole land tax systom, there ever has bocn an 
uncarned inerement in lane values which can be said 
to have becn stabiliscd sinco before the cond of the 
19th century. Mere records of boom tims sales are not 
cvidenee of stablo valucs from which tho cxistenco of 
an incroment can be truthfully assortcd. Reliable 


statistical data arc non-oxistont. Assossmont returns 
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are in our boliof uttorly unreliable and 
uneconvineing. Thore are no other specific data from 
which conelusions can be drawn. One must rather make 
deductions from broad goncral exporicnes. In our 
submission it is also demonstrable that, regarded 
as a statoment of cconomic principle and in the 
sense of a description of the incidence of taxes, 
it is a complcte misapprehension of the facts to 
insist that the tenant pays the taxes." 
I shall return to that thomce again. 

'Tt follows that land taxos which arc boyond 
tho supporting powcr of land revcenucs, roinforceod 
as they are by inadequate machinery for rectification 
of assessments, by the porsonal liability of tho 
landowner and by the summary procedure for destroy- 
ing the landowner's hold on his assot implicit 
in tax sale provisions, havo become in a real and 
deadly sensc supplementary income and property taxes 
from which pcople at large seck to escapo by solling 
out at a sacrifice or abandoning their lands under 
tax forfeitures. We have a recent widespread flight 
of capital from investmcnt in land, © growing 
belief that owncrship of a pormanent stake in tho 
community is foolish, and a universal fecling of 
insecurity. Thoso things in our belief are among 
the major causcs of the prosent acute sectionalism 
in political thought. Canada is in dangcr of 
becoming a country not desirablo to live in because 


one's very home and property have become insecure." 


Now, as to facts: 
“tt NOP the many evidences of tho execssive burden 


of taxation imposed upon or with rcoforenee to the occupation 
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of land we shall not attcmpt to mako an oxhaustive 
statement. It is notorious that residential 
propertics are offered for salo at figures frequently 
from twenty-five to fifty por cont under thoir 
asscssed valuos without any rapid absorption. 
One could pick out spectacular cases whero there 
has been a very much grcator discropancy. Ronts of 
houses have beon so low that commonly there is no net 
return to owners not attributable to value of 
buildings. Therc has bcen a noticeable tendency 
to demolish residences of tho older type even 
in such favoured residential areas as South 
Roscdalc. Many corporate ontorpriscs owning and 
operating apartmcnt houscs have been foreed to go 
through ro-organizations in which their funded 
obligations have beon cut down with resulting loss 
to sccurity holdors. Notwithstanding a pronounced 
lag for some years in the construction of new 
residential accommodation and a rolatively 
diminished number of availablc vacant houses, rents 
arc gonerally lower for both apartments and private 
dwellings than thcy wcrc ten years ago - a 
circumstance sufficicntly remarkable in view of 
the popular notion that the tonant pays the taxes. 
It is equally noteworthy that similar manifestations 
are observable in the downtown area. Some of these 
manifcstations are indecd much more conspicuous 
in respect of business properties. 
The fundamental test of tho economic soundness 
or unsoundness of our tax system is after all to 
be found in the lack of revival in the building 
trades notwithstanding a marked revival in other 


business activities. Tho best of the years since 
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1931 revoals a lowor volume of building pernits 
than tho worst of thc ton yoars preceding. If 


thore wore any adcquate cconomic bonofit in the 


ownership of land there would bo no such lag of 
new construction. 

« further ovidence of the woakness of the land- 
owner's position is to be found in the necessity 
for continuing in operation tho provisions of 
the Mortgagor's and Purchasers Relief ict, and 
the accumulation of substantial amounts of real 
property by mortgageoes under foreclosure proceed- 
ings." 

Then it seems to be necessory for us to discuss 
some of the reasons for what appeared to be previous 
indifference to the problem. 

"The ultimate line of resistance to pressure for 
the reduction of land tax burdens seoms to be the 
theory that thc tenant pays the taxcs. Fortificd 
by that assumption pcoplce shrug their shoulders 
and imagine that the burden of taxcs, however it 
may erush tho landowner, is in reality passed on 
by him to his tenants and thus cquitably distributed 
over the cntire community. Thereforo in demanding 
a change a small class in the community socks to 
improve its position by misroprcsonting the real 
effect of tho burdon imposod on it and legislative 
inaction is justificd. It is assumed that because | 
land-ownors pay taxcs therefore in some measure 
the tcnant pays the taxes. But so interpreted the 
phrase is misapplisd. If it has any relevant sig- 
nificance in the discussion of taxes, it must bo 
that incrcases of taxation can bo and arc passed 
on to tonants in incrcascs of ront. Thero is, in 


our submission, no justification for tho use of the 
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phrase in any discussion of the tax problon, 
unless dcfinito ocvidence can be produced in 
support of its accuracy. It is, for cxamplo, 
not enough to justify the theory to show that 
rents and land values inereased in Canada during 
the first twenty-nine years of this century and 
that land taxes also increased. Both rents and 
land values would probably havc inereascd by 
larger amounts in the absence of land taxos. What 
has detcmined tho amount of rents and the value 
of land has boon tho willingness of buyers to 
pay, and to a much losscr oxtoent the determination 
of landowners to demand increased prices. 
No sufficicnt study has been nade to indicate 
all the roasons for the weaknoss of rents in 
the face of mounting tax burdens. The loose 
assumption that land taxcs, boing 2 cost of prod- 
uction of the scxrvicos of land, are passed on to 
the tenant is covidcntly bolied by tho facts. It 
is after all only a phase of the long discarded 
cost of production theory of values. It is 
contrary to what uscd.to be considered orthodox 
economics. ‘The achicvement of the classical 
economists was to show that a tax on land values 
had a fixed incidence; it fell on rent, and could 
not be passed on in the form of lower costs or 
higher prices. The owner of the rent was obliged 
to sustain tho imposition, and thorefore the value 
of the land from which ho oxtractcd the rent was 
diminished by tho capitalized value of tho tax." 
I am quoting Mr.Garland who has writtcon a vory 
admirable work on tho economic aspects of Australian 


land taxation, and I find also in the work of Henry Goorge 
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“progress and Poverty", a very cbnvoniont tag which is 
placcd in the footnote. 
COMMISSIONER ANGUS: In most of the discussions 
of the incidence of taxation is there not a fairly 
sharp distinction made botwoen tho sito value, on which 
it is argucd that thc tax camnot be passed on, and tho 
rent of buildings on which it is argued that tho tax 
can be passed on. 
MR.MANNING: I could imagine that, yos. I an 
not so familiar with a wide rango of subjocts as you 
or the other commissioncrs would bo, becauso ny professional 
activitics have necessarily bocn dirccted in another field, 
but I do carry quite a lomg expcrionce in the operation 


of land itself anda good deal of contact with real 


estate transactions, In my own judgment that is a very 
convenient academic classification but it docs not 
actually bear out in experience and I have endeavored 
effectively, perhaps otherwisc, later on in the course 
of this discussion, to reach out after some of the 
possible explanations of that fact. 

Garland observes that ' .... the amount of municipal 

land tax which is passed on is probably comparatively 

insignificant.' 

Perhaps if I could come back again to your point, 
my thought is that the perfcoctly natural deduction would 
be that the incidence of taxation, by adding to the costs 
of operation, would tend to restrict building until such 
place as domand would begin to restore a pricc level that 
would absorb taxes. But I think there is a vory, very 
important qualification in tho North American Land -Tax 
system which defeats constantly or which tends constantly 
to defoat that conclusion, and that is tho porsistently, 


inescapable occurronce of a burdon that makcs it nocossary 
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for the ownor at loast to salvage what ho can, whothecr 
it is ceonomically or not cconomically sound; and I 
dovolop that further in this thosis. 
"Thoso observations, made in respect of taxes 
of much less burden than those provailing in 
Canada, aro no doubt much moro truly applicable 
to Canadian conditions". 
They wore applicd in regard to Australia. 

"Tt is commonly bcolioved that ronts are from 
twenty to thirty per cont lowcr for many classes 
of proporty than they wore a decade or oven 
fittocon yoars ago, and this in the face of marked 
increoasog in the tax burdon. 

it fe cer netrayie fact thet business assessnent 
taxcs in Ontrrio, though not charged upon land 
and though levicd directly upon tcnants, have 
exertcd a powerful influence in deprossing rents 
of commercial properties, particularly in the 
heavily asscssec dowmtown arca, 

One nay suggcst that a substantial reason for tho 
weakness of rents in the face of so called shortage 
of normal new construction anc rising land taxes 
is that the diffusion of mounting tax burdens on 
the general body public, such as income and sales 
taxcs, oxcise and customs duos, has left available~ 
for payment of rcnts a smallcr proportion of 
individual incomcs than was formerly available. 
Beyond that it docs not socom anywhere to have been 
recognized that the prossurce of a constant tax 
drain has woakoncd the bargaining position of 
landowners and foreod thom into unccononmic 
conpetition for tenants. In thoir turn tonants havo 
becom? incrcasingly aware of thc noccssitous 


condition and domoralizati on of landowners, and by 
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reason of tho moro psychological factor of boing 

pitted in a compotitivo market against wcakconod 

opposition havo thereby bocn ablo to obtain 

Accommod2tion at less than cost. Even the driving 

noeccssity of finding somo moans of minimising 

the drain of taxcs on unproductive land tends to 

aggravatc the cconuwmic weakness of tho landowner by 

bringing in unnaturally keocn competition, In 

other words thcore can bo no true compctition in 

which tho landowner has a chance to oxact in ront 

a surficiont amount of sovor taxos as woll as other 

expensos, bocausc ho is constantly drivon into 

unecononic compotition to savo hinsolf a groator 

loss than ho would suffor by taking an inadcquate 

rou. 

COMMISSIONER ANGUS: Are not you really fighting an 

enemy that is not there? Is there any real assumption 
on any one's part that the tax on site value is passed 


on to the tenant? You almost say there is that 


assumption. 

MR.MANNING: I have heard it so often, that I felt 
perhaps the deliberations of your body have begun to show 
that I am wrong in anticipating such a view. 

COMMISSIONER ANGUS: No, but you attribute it to 
the classic economists and I am pretty sure that they 
merely said this, that no one would build a house today 
unless he expected a rent which would yicld-intercest on 
his money, depreciation and all the rest of it, and the 
taxes. They would then say that that would account far 
the fact that there was stagnation in building. I think 
that is beyond dispute. They would then say that that 
Situation would right itself ultimately by houses wearing 
out and being torn down. I do not think for a moment 


they would contend that the building of houses might not 


excecd the demand for them and kecp ronts, as you say, 
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MR .MANNING: But may I observo this? I am not 
criticizing the classical cconomists by suggcsting 
they did not havo that viow, but what socmcd to prevail, 
and I had heard it so oftcon that it scomod nocessary or 
desirable to say it publicly, was that in somo measure 
there was a tendency towards 2n equation of returns with 
the total outgoings, and in my humble submission thoero is 
some reason for doubting that very scriously today in 
Ontario in particular. And it is not by way of suggesting 
that the classical cconomists are wrong, but I think 
they have overlooked one important dotail, and that is 
that the particular cconomists wrote in England and in 
Hngland the land tax system is totally differcnt. Thore 
is no recurring burden of taxation whethcr you do or 
do not derive some bencfit from tho occupancy of the 
land. There is in England no concentration of tho 
incidence of taxation on the ownor of the land and on the 
property as such, the burden is roally diffused, it rests 
upon the occupants. 

COMMISSIONER ANGUS: I quitc agrec with the point 
you arc going to comeo to. 

MR.MANNING: And may I say this, the reasoning of 
that thesis would apply much morc spocifically under the 
English systcm than it would undcr ours. 

COMMISSIONER ANGUS: Ycos, I 2m sure of that. Anyone 
would admit that if a man had to pay heavy taxes on 
vacant land ho would bo tompted to build on it, even if he 
got less than tho usual return on his investmont. He might 
decide to absorb part of tho tax on tho building. That is 
why I am saying you arc fighting an onomy that is not there 
and that you will find that any ono of them would take that 
into account. 


MR.MANNING: I don't doubt that but I didn't find any 
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in the discussion of our tax values, and I was amazed 
that there was no recognition or some comment of that 
factor. And I havc, in the course of discussion with 
people who have becon very zealous in their scarch for 
authoritics on that subjoct, I mean mon outstanding in 
the real cstate profession, beon unable to find anything 
dike it. It may bo our lack of offective search, I do 
not know. 
"The whole systom of onvisaging capital valuos 
.as doterminablo by roforence to the prices paid 
for particular lands in adjaccnt areas is faulty. 
The factors which dotcormino the price at which a 
rosidence is sold arc oxtremeoly variable. The 
dominant factor in tho obtaining of a high pricoc is 
likely to bo some considcration personal to the 
buyor, his proforonco for somo architectural 
feature, the proximity of frionds or relations, 
the mere accidcnt of good salcsmanship or the 
posscssion at the moment of an unusual sum of money. 
Thosc factors which. enter into purchasocs of land 
for investment or business purposes are cqually 
remote from a purcly mathcmatical calculation 
of carning powcr. Not infrcoquently the prico paid 
for a particular pioce of land is due to the 
accidcnt that at tho moment it is necded to 
completc a parcel required for some new purpose. 
It has a temporary scarcity valuo similar to that 
of a small block of shares in the capital of 4 
company urgently required to complete a majority 
holding. In the result tho prices paid and rocorded 
are abnormal. Yot in many arcas thoy are tho only 
pricos to which rcforence can bo made over long 


periods of timc." 
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THE CHAIRMAN: Mr. Manning, it is now onc o'elock, 


we will hoar you furthor at Ono-thirty. 
MR. MANNING: Thank you. 
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AFTERNOON SESSION 
The Commission resumed at 2.30 p.m, 
MR. MANNING: In the reading of the brietasig,; 
we had proceeded to the top of page six. I propose to 
continuc: 

"Indeed it is doubtful if in the downtown area 
there are ever any sales of land in respect of which 
some peculiar influence has not been at work. 

The anomalics which result are numerous. There are 
on the borders of the business areas residential 
slums which may not for long years be needed for 
any commercial purpose but which are nevertheless 
assesscd at figures cxtravagantly out of line with 
any immediate experience. It is not recognized 
that only a definite amount of land is required 

at any given moment for reaidential, commercial 

and industrial use. That amount is determined by 
current needs. ‘ff the current demand is turned 

by taxation in new direutions, automatically it is 
diminished in areas in which it formerly flourished, 
and accordingly values decline. One can see this 
in the trend during the past fifteen years of com= 
mercial and financial business from areas east of 
Yonge Street to areas adjacently to Bay Street, 
with the accompanying collapse of land values in 
the easterly areca. Many buildings in the easterly 
area arc operated at a loss or inadequate return 

to their owners. 

In thc frequently expressed jcalousy of un- 
earned increment we have been induced by reports 
of lend salcs at what may be regarded as *boom' 
pricos to rcgard those prices as evidence of & 


persisting long torm value. The underlying facts 
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"have never justificd such confidcnesc. In its turn 
that beolic¥ has resulted in valuing lands for which 
no immediate prospect of sale is in sight on the 
anticipation that in the future they will be worth 
the sum conjecturally put upon them. We have taxed 
Owners on wealth which they do not possess because 
in the inspircd wisdom of our assessment appeal they 
do not possess because in the inspired wisdom of 
our asscssment appeal courts we assume that one 
day that wealth will come into existence. By 
retrospect the community will have been justificd 
in taking from the owner not only his increment 
but such other casual sums as he may have bcen 
foolish or unfortunate enough to have paid in 
taxcs. Tho cxperiencc of having supported such 
burdens is the cxplanation of the abandonment on 
tax forfcitures of large areas of land once con-= 
sidered valuable, and, othcr things being favour= 
able, probebly still possessed of cconomic use— 
fulness. In the result we have destroyed confi-~ 
dence in land owncrship. It cannot be restored with— 
out a radical change of systom improving the 
future prospects. 

What is overlooked is the peculiar nature of 
land as a thing in commerce. In periods of ex- 
pansion cxtravagant vicws have boen held as to its 


value. Those views have bcen dissociated from the 


realtics of immcdiate earning power. Estimates of 


future carnings have proved faulty. It is @ common- 


place of knowlcdge that, over a period of thirty 
years in a city like Toronto, many parcels of land 


have bocn bought at enhanced prices for anticipated 
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"sommorcial or residential development, which have 
subsequently disappointed expectations. Yet these 
sales have fortified the belicf in the existence 
of an uncarned increment value which is properly 
the subject of taxation. It woulda be quite as 
logical and sound from the economic point of view 
to fasten pcrsonal liability for taxes on all persons 
owning stocks or wheat or inventories of goods on 
the theory that their liability should be based 
on the highest price which had ever been obtain 
able for those assets or on some estimate of their 
fubure value. But it would certainly be fatal to 
the confidence of investors if any such theory 
were resorted to in respect of taxation of 
other forms of wealth. We submit that it is a 
mistake to build, and a greater mistake to persist 
in maintaining, a theory of taxation on the basis 


of confiscating possible unearned increment in land 


valucs. Society rejoices in unearned increments 
in values of all other sorts of property because 
those increments stimulate economic activity. It 
has been largely the hope of increments, said to 
be uncarned, which has been responsible for con- 
struction activity in our past history, and largely 
e faith in their porsistencs which has made the 
thrifty portion of our population anxious to own 
its own homes. ‘The destruction of those values has 
had and is heving effects cverywhere noted and 
dcplorcd. 

It is not commonly recognized, but it is probably 
in largo measurc true that the modern twenty and 
thirty storey office building is at once the product 


of high asscssmcnts of lend valucs and the means 
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"of falsifying similar valuations of adjacent prop- 
ortics. Such buildings have the effect of sucking 
up tho potential occupancy of older office build 
ings and the mere crection of such a building on 
a given piece of land immediately renders less 
probable the Similar use of contiguous land. The 
reasons are that the demand in Canadian centres 
for such buildings is of a limitcd character and the 
difficultics of erecting similar buildings in close 
proximity arc increased. In the result the realize 
able value of adjacent properties is reduced. 
The assessment system now in use, however. operates 
by what may be called a belief in contagious magiz, 
and it is assumed as almost axiomatic that because 
a@ given property is near another property whose 
owners arc unable to escape from heevy assessment, 
therefore that given property is worth some cal- 
culable proportion of the value of the other 
property, and this in the face of specific evi- 
dence rel: ting to the given property. This feature 
is incvitable in any system of valuation for tax 
purposes which does not confine itself closely to 
the immediate manifestations of value to the 
owner at the time of assessment. 

Our point is thet this produces results which 
arc hermful to the prosperity of the community. 
We leave out of consideration the suggcstion that 
it is unjust. It is clearly incxpedient in the 
long rangc point of vicw. 


Comparative Taxation In British fominions 


4 aN . = be 7 + anon 
No comparison of land tax burdens in Canada 


and othcor parts of tho British Empire, howcver 


suporficial, ean fail to pring out startling con- 
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"trasts, both in regard to theo absolute amount of 


the burden per capita, in regard to the totel of 


tax collections and in relation to estimetcs of 
national income. We propose to offer some compari— 
sons of taxation in Canada, the United Kingdom 
and Australia. In Canada municipal taxes are almost 
exclusively levied on land including buildings, 
whether occupied or unoccupied, or on the occupants 
of land by way of business assessment calculated 
by reference to land value or rental paid. For the 
most part those taxes are a charge on the corpus 
of land value and are assessed against the owner and 
can be satisfied by the penalty of sale for the 
arrears of not more than three years. In the 
United Kingdom thore is no tax on land as such. 
Occupants are rated on the net annual rental value, 
There is no penalty upon the ownership of land not 
put to an economic use. Presumably no occupant is 
taxed wherc the owner is unable to get a return 
from his property. In both Canada and the United 
Kingdom land taxes are purely local. In Australia 
there are Commonwealth, State and local government 
taxes. They are assessed both by reference to 
unimproved land value, to improved land value and 
to net annual value. In the following table a 
comparison is made in dollars per capita or per- 
centagcs in respect of the celendar year 1934 or 
fiscal year 1934-35 of tho relative burdens of 
so called land taxes.” 
I might say, by way of explanation of that table, 
in the figures of the per capita income, all the figures 
relating to Canada assume that all the tax receipts of 


the municipalities are derived from land. This would 
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appear to be an overstatement. I am not exactly informed 
as to the amount of income tax and other revenue appearing 
in the municipal tax returns, I would infer, taking the 
figure of $252,000,000, that being th figure given by 

the Canada Year Book, that the correct figure would be 
somewhere in the neighborhood of $230,000,000. On the 


Other hand, it should be noted that in the total of land 


taxe figures quoted in the Canada Year Book, are imperfect 


because they are not comprehensive for Prince Edward Island 


and New Brunswick. As I understand it, those figures 
do not include the figures of the provincial land tax in 
British Columbia and Alberta, so that there will be 
Some margin of error, However, even with an allowance 
for error, the comparative figures are quite remarkable, 
I might say further, that the English pound has been trans~ 
lated at $5.00 and the Australian pound at $4.00. You 
will see from the table that the per capita burden in 
Canada is $23.29, that of the United Kingdom is $18.50 and 
Australia 99.42. 

THE CHAIRMAN: Is that taken on the total population 
of each countr..? 

MR. MANNING: Ves pitt is. 

THE CHAIRMAN: It is not based on the ownership? 

MR. MANNING: No, because you will appreciate that 
in Australia, for example, in some states the levy is 
upon the occupants and in others it is upon the owner. 
In England, it is entizely upon the occupant, and in 
Canada, almost entirely upon the owner. These figures 
are based on the total population and the sources of 


authority are given at the foot of the page. The 


next column shows the per cent of total tax collections 


of all governments. In Canada it is 36 per cent, the 


United Kingdom 17.6 per cent and Australia 11.91 per cent, 


J pa" 
of if 
a 
lf 


Nines 


Cre 


sian ened ak 


Aas : 
 gaetooaye ‘ctmeeer 


nly } 


wd aehy “vue at ‘ 


ents a 


va pid 
i om 


oat 


wae we 
apace 2 _ 1 


Renin 


setae?" Sagas 


ple 


btu low ovine 
ne’ 500m, si is holeenodidy sate ai 


‘te ee ftv ee it if festor: ed aLiode #2 
or Y cad anae: Py its wit mt bedanp '% 
pea wordeet, Aot: drkanoitenghion soe, Shee ene" 
siyt ui Chee F  Mobwandre ‘ane 
ff oi UES ete éfrtog? ton ay 
ib LA) ores oad. Aa $a deant00" Ht 


corte 26 signa pe 
siipeei sien! es svitennyno dof? tose biadlt 
wf Agi tse 
ta: aval 
dt widest, ons tani Are “the 
oa eae: at ‘sbi 

| siieytank 
LAH is ae . ¢ 


tw dewe be 
Lipale «At 5 


00. ig 


‘@u a 
4 @ 


ry . 
f » wots 


FARET ANS 
i Vivialé afin 


Tt : '2/ 


xe toe ei tectade at 
7 7 7 


Mn eo " Alp nt GOOG: aris aogu 7 
BD ER eal rel} i iv me 42 os pnetgut at 
- j fa 
a, cbanyni’ eli the Taomie . sbanad 
‘ ? = 
. & Lotti ashe ine fo. ) boaed eve 
G ge: ft 
is 


7181 


COMMISSIONER ANGUS: Are you speaking of England 

or the United Kingdom? 

MR. MANNING: I should have said the United Kingdom, 
Sir. The next colum gives the per cent of estimated 
national income. In Canada it is 6.97 per cent, in the 
United Kingdom, 4.09 per cent and there was no estimate 
of national income to be found for Australia. I have 
been unable to find a method of computation of the national 
income of Canada which gives rise to the figures in the 
Canada Year Book and does not involve a deduction on 
the score of depreciation, replacement, and obsolescence, 
or which is a gross figure. I do not know what the 
proper method would be for reducing it to a net figure. 
Undoubtedly there would be a very substantial reduction 


from the gross figure. On the other hand, the method 


of calculation adopted for deducing the national income 
of the United Kingdom is on the basis of the net figure. 
and is here qualified by Dr. Colin Clark, of whose work 
I have made use in this connection. At all events, there 
would appear to be a very considerable discrepancy in 
our per capita burden in Canada as compared with the 
other parts of the Empire. 

Continuing to aquote from the brief: 

We suggest that in the foregoing facts and 
ratios are to be found the reasons why in England 
there has recently been a building trades activity 
which arouses general admiration and envy in 
Canada, and that the relatively low ratio of local 
rates, the absence of taxation on unoccupied tene- 
ments and the de~control of rents are the decisive 
factors in inducing the recent English building 


revival rather than government stimulus to lending 
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"agencies, as is popularly suggested in Canada, 

On the other hand throughout the North American 
continent there has been a widespread breakdown 
of building activities. There have been sporadic 
attempts at land tax limitatim and special legis- 
lation permitting redemptions of properties for- 
feited for taxes at less than the anount of accumu 
lated arrears. There have been notorious collapses 
im municipreal credit. 

We submit that there is no reason to anticipate 
any building trades revival until the underlying 
reasons for the flight of capital from investment 
in land are removed. 

History of Development of Burden 

We do not propose to trace the course by which 
municipal tax burdens have reached their present 
level, beyond observing that provincial governments 
have until very recently considered that the 
administration and financing of all social 
services should be left to local bodies. Thus 
primary and secondary education, technical education 
and even continu rtion school classes, are left 
to local bodies—-administration rests upon school 
boards, of which in Ontario there are some 6,6000 
and financial responsibility without control rests 
upon some 940 municipalities. It must surely secom 
absurd to any independent student of government 
that the average Ontario municipality has seven 
independent school boards for its masters in respect 
of ebout onc-third of its tax levy. Such a legalised 


dyarchy in the finance of education has produced 


inefficiency and -nounting educational costs coi 
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"tribute to the ruin of landowners. So too the 
maintenance of hospital service for indigent 
patients, children's aid scrvices and one-third 
of the cost of direct unemployment relief are charged 
through the municipality on the lendowner. In 
Toronto in 1936 those charges, which in all 
common sense seem not to be referable to land 
ownership, amounted to nearly fifty cents in every 
tax dollar. 
It is not edifying to find that the solution 
of the unemployment problem discussed between 
the federal government and that of Ontario is 
a reduction in the federal contribution, to which 
the province retorts by threatening an equal with- 
drawal of support, leaving municipalities to 
make up the deficiency. The history of poor relief 
in England, beginning with the Poor Law Act of 
Elizabeth and coming down through the various 
insurance schemes, shows a steady tendency toward 
a nationa)., not a parochial solution. The present 
retrograde suggestions savour of the abandcnment 
of a desolate child despite protestations of anxiety 
for its welfere. It is submitted that only by 
standardi‘z ation of control and the building 
up of administrative agencies free from local 
political influences can the problem be solved. 
The habit of casting burdens indiscriminately 
upon municipalities seems to heve been fostered by 
an unwerranted belief in the magnitude of their 
resources. The enthusiastic calculations of 
Henry George and his belief in the magical queLities 
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"On the one hand crude observation has shown that 
the economic rent of land has been unable to support 
the burdens cast upon it. “n the other hand thero 
has persisted a belief in some mystcrious power of 
land to support fantastic burdens. There is assumed 
to be a scarcity which we hope to show is not and 
has never been in existence. It is aliso assumed 
that the landowner enjoys a favoured position enabling 
him to command an unfair share of the product of 
human effort, and that there is some peculiar 
monopolistic element which merits the imposition 

of burdens, whether or not they be tolerable. What 
is needed is a clearing out of cobwebs and a 
realization that theory which produces undesirable 
results must be faulty. One who secks a sound 
solution must approach the problem in an objective 
and realistic rather than in a didactic and con- 
joctural frame of mind. 

We lament the passing of the monopoly of home 
ownership. We regret the flight of capital from 
land and its abandonmant to inferior uses, yet we 
persist in justifying taxation of a capital value 
mcasured in terr.. of our assessment rolls without 
realizing that capital values cannot resist the 
shock of continued deficits. Nor can they con- 
tinue to exist in the absence of net revenues. 

It is submitted that there are no lands in 
our present communities which do not already bear 


morc then a reasonable burden of taxation. From 


that it follows that mere readjustment of existing 


tax burdens upon properties on some new theory of 


assessment will not solve the problem. It will 
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"morcly makc some propertics less undesirable at the 
cost of making the remaining properties less 
valuable, 

Reaction of Land Values. 

For the reason that thoro have been no systematic 
studics in North America of land revenues it is not 
possible to make positive statements as to the 
absence of any truce economic rent from land 
ownership. A system of valuations based on 
assumed sales prices, including tho apieaeee 
present value of possible future realizations which 
may never be attained, cannot give any indication 
except insofar as it is popularly known to be at 
variance from reality. It has not been sufficiently 
realized that values are not stable regardless of 
tax burdens. Roughly speaking velues vary in- 
versely with tax burdens, whether produced by 
high assessments or high rates or both; but it is 
a mistake to dismiss the reaction of values under 
increasing tax burdens as being merc capitalizatiom 
of taxes. It is more than e mere capitalization 
because land prices arc seldom arrived at by a 
nico calcuiation of net returns. They are subject 
to much morc clomental psychological influcneces. 

The merc goncral disrepute into which land has 
fallen in the invostor's mind may casily depress 
valucs as much bclow what may be characterised 
as a proper normal level as the enthusiasm of 
periods of buoyancy and expansion carries prices 


above reasonable levels. 


Studics have recently been made in Englend 


on thc basis of returns for income tax purpases 
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"which suggcst that oven under the English 
system of local rates, resulting as ee shown 
in much lightcr tax burdcns on landownership, 
there is strong ground for believing that there 
has been in the past thrify years no economic re= 
turn from the mere ownership of land of the 
character described as economic reut and consti- 
tuting the source of umearned increnent," 

1 might say that these studies, apparently, are 
unreported, except in Mr. Clark's work on "National 
Income and Outlay" . They appar to have been made by 
a Dr. Singer, in the doctor's thesis at Cambridge University. 

Continuing to quote from the bricf: 

“When it is remembered that the degree of 
urban development is greater in England than it 
is in Canada then one is led to conclude that, 
other things being equal, there ought to be a 
greater uncarned increment factor in English land 
ownership than in Canadian. The studies referred 
to indicate, however, that whereas in 1910 there 
was a positive return attributable to land as 
distinguished from improvements amounting to £49 
millions, in 1931, after making provision for 
returns on the improvements to land and for de- 
preciation, there was a loss chargeable to land 
account of £11 millions, a decline in twenty-one 
years of £60 millions, or roughly $300 millions, 


in annual site valuc. If similar data were available 


in respect of Canadian land we are confident they 


would show cnormously greater economic sacrifices 


arising from the ownership of land. The rapidly 


inercasing amount of municipal land »olidings 


arising from tax forfeitures end many other facts 


ovendt) Tsay eur ha Tat pawors phony: el anda 
wt ol inoiroab Ont | suaer iytiacs dey ont ok Head 7 
| ott %o bak Giripaenwo orn ar oilt eee ikke 
i n=} Petes bias diiot olionoes a2 bodsnoneb wed ovealte re 


ay 


 -hevebiedt on petty Soci to eirtton oni aabtut oh 


rr oun agtinecngge sci bhbidte azodt nel, vie tapi F bit 
| Estakhstt" to cow etaicaLo tht itt tqo0xe ; 
td obAw madd eve ot xa ucas yout i "inteud bas 
wee ken U ght ata $e atned? et toveo b ‘el ttt Sonate iat =. 
. ets rect anid hn t atest ot guiueteaod 

aoe # es — 4 eet: ai oh seiir ‘ 
é +) ned Saagegt ft ieahistess * Sinteat wgoLevon ced om 

| choad Ghateast oe Seki es gor shane oe “i 

n sett Esty 3) ‘guied anit ato 
Bamelt fit ‘Dine 6 nt itis ax Hremoraie bonne se reas rotors | 
ponedten od icra, ont desk heant nt. ads gtderoe . re 
OLts ret boron pads tevowr " cat sok iat ot 
(Ss fil oF sides acted #e 3 einai “8 arts tao ® Bay 


& Of Harrne ortess” Bd pttovbo ax sae ont bortatigatte ts 


o 


ro 
» 


wit rometworty § Siti ai vaste eo ROL nt sehorihttn 
ae ere anon uct ort we niteaton 
etd on ties aiat “ av ores shokt tong 

o~ pt coo » ap Sbt thaw 2) ero tl Sn its to dnusooos | 

. ot nolChin Boba eltgue te) itt J Etter 0am 6 nitacy 
wee BLS s pany oti’ westtaite bs oul wv othe Dannae fit a 
Wedd tnaneiiten ova Bae nat born’ Yo teenie at 
re Hoeorlicons ofspikase ‘woppons etaveuimons wore Aeiow 
hrqor ont Lhe iy ‘atdasonno ont nbn pte raa a 

eee ne «te a Heqtosage: to rio | i 
we eats: Wise oan aye st 


7187 


“already referred to point in this direction." 

I come now, sir, to two studies, which war so far 
as I am aware, in one sensc, original. I have not beon 
able to find in any inquiries which I have made any 
similar studies which have been made elsewhere , Similar 
studies in any other country would not be of much use 


because of the fact that property owners here can be forced 

to sell under liens, These two studies were made by 

Mr. A. M, Dewar and Mr. Murray Bosley, at our request. 
Continuing to quote from the brief: 

"The extent to which taxation has forced land 
out of economic use on a remunerative scale may, 
we think, be demonstrated by an analysis of what 
has happened within the past ten or twelve years 
in the principal business, wholesale, retail, 
commercial and financial area of Toronto. We 
have in the month of February 1958 had a survey 
made of the area bounded on the north by Dundas 
Street, on the west by University Avenue, on 
-the south by Wellington Street, and on the east 
by Church Street, with a view to showing the 
extent to which it may fairly be assumed that 


taxation has since 1927 forced land out of use for 
normal purposes, and brought about the demolition 
of buildings to enable land to be put to an 
inferior use for the temporary parking in the 
open of motor cars. In that area are to be. found 
a number of properties enjoying exemption from 
taxation, the principal of which are the City 
Hall, Osgoode Hall, the City and County of York 
Registry Offices, the County of York municipal 
offices, the Court House, a fire hall. mokies 


station and Hydro Electric building, the General 
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"Post Office, the Armouriss, the Metropolitan 
Church, St. Michael's Hospital, St. Michael's 
Cathedral and convent, the Church of the Holy 
Trinity and the University Avenue Synagogue. 
Seven of these occupy each an entire city block." 
I think that might be slightly inaccurate as one ; 
does not occupy quite a city block. 
Continuing; 

"There are in addition on the east side of 
University Avenue between King and Queen Streets 
vacant lands belonging to the city which are 
exempt from taxation and have for many years re- 


mained unoccupied because there has been no demand 


for their use. * 


The map, I might say, was prepared by Messrs. Speight 
and Van Nostrand, on the basis of a memorandum which 
was submitted to them showing the assessment records 
on the property. In the brief we refer to the properties 
which have been denuded of buildings, and I would not have 
you infer from that that there are no buildings on this 
land. There are, what might be termed temporary buildings 
such as gasoline stations and some of it is used for 
car parking lots. However, there are no business houses 
or resicential properties on this land. 

Continuing to quote: 

"The map, Appendix I, shows the extent to 
which properties have been denuded of buildings and 
are now used for car parking, gasoline stations 
or unused, shown in black, lands on which there 
were no buildings in 1927 are shown with diagonal 
shading, occupied exempt areas are shown with 


vertical shading, unoccupied exempt areas are shown 
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"with horizontal shading. There were in 1927 
in this area 17 vacant properties cere ee 
almost exactly 756 feet of street frontages. 
There are no less than 96 properties occupying 
almost exactly 5,430 feet of street frontages from 
which buildings have since been removed." 
This map does represent exactly the change in 
the occupancy of properties within that area. The arresting 
feature, to my way of thinking, is that the total super 
ficial area has been effected either by total exemption 
or by demolition. I believe one would guess that approx- 
imately 50 per cent of the total area is either totally 
exempt from taxation or is land from which the buildings 
have been removed. If you would look for a moment, 
you would see that in 1927 there were relatively 
negligible areas on which there were no buildings to be 
found and on which there are still no buildings. 

THE CHAIRMAN: Where are the areas which were vacant 
in 1927? How are they indicated? 

MR. MANNING: They are shaded in black. You will 
find one at the upper left hand corner. Coming down 
Chestnut Street you will find two areas just south 
of Albert street. If you look again, on the south 
side of Queen street west, to the east of University 
avenue; there is a small piece on Pearl street between 
University and York. ‘There is a similar one on King 
street and a small piece down University avenue. There 
is a small piece on Shuter street and a piece just north 
of Shea's theatre. There is another piece on Lauisa 


street just east of Bay. I think that comprises practically 


every bit of land which we can identify as having had 


no building on it in 1927. 
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THE CHAIRMAN: There have been quite a number of 


buildings put up on University Avenue since then. 


MR. MANNING: Yes, that is true, but not on the 


east side. This survey does not include the west side. 


It was thought that this survey comprised, substantially, 


the business area of Toronto. 


Continuing to quote: 


"To a certain extent temporary buildings have 
been erected on these latter properties. The 
aggregate assessed value of demolished buildings 
on these properties was $575,745. The aggregate 
assessed value in 1937 of buildings substituted 
or remaining was $48,050. The extent of these 
demolitions is a striking commentary on the fallacy 
of the belief that there is such a scarcity of 
and demand for land as wiil support values in the 
face of increasing tax burdens even in the centre 
of a city of nearly 650,000 persons. It is 
also noteworthy that all but one of the principal 
indoor parking garages within the area under 
observation have been in financial difficulties 
within the period under review and that the price 
of outdoor parking facilities has declined steadily 
from a high level ef 50 cents per day to 25 cents 
and in some cases 10 cents per day. The conclusion 
to be drawn is that excessive taxes have forced 
the concentration of certain kinds of business 
activity into fewer but higher buildings and have 
forced other sorts of activity into outlying areas. 
By so doing the tendency has been to aggravate 
the nced for spending money on extensions to 
other arcas of urban facilities such as highway, 


water, light and powcr and transportation services. 
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"The burden of excessive land taxes, in a word, 
tends to magnify itsclf like a bance pans growth. 
In 1937 the amount of vacant land in Toronto 
covered 603 miles of street frontage." 


THE CHAIRMAN: Mr. Manning, has there not been this 
important factor in connection with the change in land 


values in downtown Toronto, namely, the shifting of business 
uptown with the movement of the population to the northern 
part of the city. New business areas have been opened 
higher up Yonge Street. It has moved to Yonge and Bloor 
and up near St. Clair Avenue and other points in the 
north end of the city. Business goes there which formerly 
went to this downtown section, does it not? 

MR. :JANNING: To a great extent, that would be 
quite correct. JI do not know how far one would be 
justified in making any statement at all. After all, 
these are matters largely of judgment, but there is no 
doubt the development of the motor car and the through 
highway has seemed to have a very powerful effect in the 
development of very important community centres. uf 
do not know how far one would be justified in saying that 
this withdrawal should have been overcome by the increase 
in population. This is a subject upon which one does 
not feel competent to make a statement as it would only 
be a guess. 

THE OHAIRMAN: You see, there is another factor, 
too, that is the disappearance of the distributing house 
or the wholesale warehouse which was one of the conspicuous 


features of that business district and which has almost 


entirely disappeared. 
MR. MANNING: That would be particularly true of 


Wellington Street. 
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THE CHAIRMAN: The manufacturer deals direatly with 


the merchant and I would think this factor would have a 
very important effect upon what happened in the downtowm 
section of "oronto. 

MR. MANNING: That is quite possible; - 1 Ting tee 


remarkable that there is such an extraordinary amount of 


demolition, without the erection of other DULL GIES ee 
might make one more observation; There are 604 miles of 
street frontage referred to as being Veicdnt/ would pnenenee 
be much less on what would be called street frontages 
because we have called vacant some properties which the 
city would not call vacant. 

Continuing to quote: 

"The effects of an unsound system of valuations 
reinforced by a mounting tax rate are still more 
forcibly shown in a second study which we have 
made of two business blocks in the down-town area 
of Toronto. That study seems to us to epitomize 
the whole trend of our tax system and to show 
at once that high taxes always drive land out of 
superior into inferior uses, and also to show that 
they do so in degrees varying with the possibility 
or impossibility of gaining an adequate return 
from land ownership. The study relates to the 
history between 1927 and 1937 of the two blocks 
each bounded by King Street on the south and by 
Adelaide Street on the north, lying respectively 


from Bay Street west to York Street and from 


Bay Street east to Yonge Street. The junction 


of King and Yonge Strects has always been regarded 
as the point of maximum value of land in Toronto 


and the business block lying between Yonge and 


Bay Streets has enjoyed for many years the highest 
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“average assessment in Toronto. The north west 
corner of King and Yonge Streets is assessed at 
a maximum of $12,250 per foot frontage and a 
depth of 90 feet. In 1926 it was for a time 
anticipated that on that site would be erected 
the most modern office building in Toronto. 
Important private financial institutions were 
located in the block, which also comprised the 
premises of several banks, a large newspaper, 
two theatres, and several large and prosperous 
retail stores. The block lying immediately to 
the west from Bay to York Streets was in 1926 
not characterized by any modern buildings, and 
except on the Bay Street frontage had no outstanding 
buildings or enterprises. Both blocks were in 
1927 entirely occupied by buildings. To-day, 
notwithstanding that the easterly block is still 
fringed by such important buildings as the Lums- 
den, Royal Bank, C.P.R. Dominion Bank, Canadian 
Bank of Commerce, Bank of Nova Scotia, and Imperial 
Bani: buildings, and notwithstanding that the 
westerly block is immediately fringed only by the 
Bank of Toronto, Northern Ontario, Bell Telephone 
and Concourse Buildings as buildings of substan- 
tial character, the whole trend of new building 
has been forced westerly. We believe the principal 
cause has bcen taxation. 

In arca the two blockm are roughly comparable. 
The westcrly block, hereafter referred to as 
total usable area of 346,621 


Block "A", nas 2 


square fect. The easterly block, hereafter 


referred to as Block “BY, measures 242,365% square 


fect. Appendix 2 is a plen of the two blocks." 
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This plan will be found at the foot of the other 
plan. As is said in the text, the areas which ‘are 


marked in black are areas from which, at the beginning 


of 19358, the buildings have been removed. The areas 
covered by buildings which have remained entirely unoc— 
cupied for more than six years are represented by diagonal 
Shading. These would be such buildings as the old Cawthra 
House. 

THE CHAIRMAN: Would you mind repeating just what 
you said a moment ago? 

MR. MANNING: The unoccupied areas are shown with 
diagonal shading and are properties occupied by the old 
Cawthra House, the Canada Life Building and the Old Home 
Bank building. These have remained, for all practical 
purposes, wholly unoccupied for more than six years. 

Continuing to read from the brief: 

"Areas on which in 1938 buildings have been 
and remain demolished are shown in black. Areas 
covered by buildings which have remained entirely 
unoccupied for more than six years are shaded. 

The remaining areas’ are occupied by buildings or 
lanes serving buildings. It is doubtful if two 
areas more nearly comparable in location, area 

and natural advantages could be found in Canada, 

or even perhaps in the United States. In effect 
there is almost a perfect laboratory for the 

testing of theories. ‘The results of the study are 
the more remarkable in that, if anything, the natur— 
al advantages lay and perhaps still lie with the 
easterly Block "B*. 

Since 1926 there has been a steady tendency to 
demolish buildings in both blocks and to leave 


the land available for use in the parking of motor 


: me 
im ie 


i 


a vom 


ity “ im An 
ys a Lea 


<a ah De oa ot an ee 
| ayy _ pw ave fie "ee x 


i a ez we ‘hatinton’ sandiego, ere dees: ‘ae 
- okt no edi ‘fom geste evn, ott abaned on aout stewed) 
Laoktoog fla 401 ebostt niet ovsit aed?  vpaaitus toed 
<a wee. ats atonl *o% pesabooagy vifodin aasboqing. 
| OT Siete att moth: beer ot autudicod 
saesd vad ear ib ibid aber Pf Ho tiive st uae ie 
ehord. hadte at dWwose ete seukal £808 ‘econ hos. 
warts ae bor tamer avid Bok: egutdllud «d bettevoo 
babsaite poet ated zip ad? oton ‘tot potauosony, 
tb eghlbLtud “e baitgsioe ots ape artist insion oe | 
ows IE iwiddpeb: Bi oF |, wbgribid bud paiva wenel 
BOLE —Otd OQ RE elder dyp00 vineau esol BROTH 
bated at Agave ed’ Bii6o | reyataavte fortwo sn bas 
tobtits BE 20tast Ret eaT aut sit agaiieg mere to 
oud x0 vrotuod ad doalaeq re) teontiy’ at Sze 
Bre Yiuse af) ta. si fuser ont -aedtoould to aititeed: 
wtii an ety «Stayt: “eat mt older amet atom edt | : 
bit dae ote tree bonded bees yal aegetievds te 
HE outa yitedene 
og / Yeocebhusg Shela. Ps nent ‘mad etsdd ses: sont’ 
aveel. of tite eplodzit’ shod ak parkhtied feLtonas i 
SOtOn To saidcad sug act Bow = amr “baat els 


= =< - 2 * & 
we 


7194 


“ears. But the volume of new construction on 
the westerly Block “Ati ig in startling ‘contrast 
to that observable in the easterly Block "B,t 
THE CHAIRMAN: Mr. tanning, is it not a fact that 
this area shown in black in the southwest corner, is owned 
by a very important bank and it was contemplated that a 
fine new bank building would be erected there? 
MR. MANNING: That is quite true, sig, 
THE CHAIRMAN: And that would, no doubt, explain 
why the buildings have been largely unoccupied during the 
period, pending possible demolition or change? 
MR. MANNING: I would not like to offer a guess, 
but one thing is certain, the actual assessment on that 
property for building is almost zero. Rumour has it, 
I am not in any position to varify it, but frequently 
suggcstions have been made that the building would be 
pulled down to make a parking lot. 
Continuing to quote: 
tIn Table 2 which follows will be found a 
digest of the asscssments made in 1926 for taxation 
in 1927, made in 1931 for taxation in 1952, and 
made in 1936 for taxation in 1937, with subsidiary 
data as to tax rates and tax levies. There follows 
@ summary of the gross and net demolitions effected 
during each of the five ycar periods in those 
blocks. 
A list of the demolitions by years and bringing 
in the ycar 1937 will be found in 


in those made 


Appendix 3. For convenience also we have prepared 
ang attach as Appendix 4 a summery of the value of 
buildings erected in the two blocks in the yeers 


1928 to 1937 inclusive, as revealed by building 
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"permits. issucd for substantial new construction 
as distinguished from more building alterations 
and renovation. Tho arresting fact to be observed 
in the figures is that in the westerly Block "A" 
the total value of new construction was $5,900,000, 
and in the easterly Block B was only $291,000." 
I do not think it would be necessary to enlarge 
upon table 2. 
THE CHAIRMAN: Here is a problem, Mr. Manning, 
which has bcen well recognized, I think, among real estate 
men in Toronto for some years, that the movement of busi- 
ness in Toronto, particularly in the financial communities, 
has been west from Yonge Strect and that Bay Street has 
been looked upon, to a great extent, as tending to super- 
cede Yonge strect as the most important and valuablc street 
in downtown Toronto. This tendency westward--I do not 
know the reason, but it is a fact--can that be said to 
be due to taxation or is that a gencral movemont by reason 
of the movement of population? 
MR. MANNING: Our submission is that it has been 
very largely duce to taxation. I think consideration of 
these graphic results will tend to reinforce this view. 
THE CHAI MAN: Where is the centre of population 
in Toronto, as between cast and west? 


MR. MANNING: I am sorry, I am not able to tell you, 


sir. 
THE CHAIRMAN: It is some distance, is it not, west 


of Yonge Strect? 

MR. MANNING: I am afraid I would not be in «4 position 
to hazard a gucss,. 

THE CHAIRMAN: You sce, when one gets over Church 


Street, moving cast, the valucs go down rapidly. 
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MR. MANNING: Even before you get there. 

THE CHAIRMAN: Whereas the tendency for values around 
Bay Streets west has been to increase, in the past fifteen 
years. 

MR. MANNING: Now, the assessment records would 
indicate that these assessments are higher, The reason 
for the increase would be a matter of debate. It would 
perhaps be a matter of speculation as one does not know 
why these things happen, they just hanpen. 

THE CHAIRMAN: There has been a preference for that 
district by financial institutions putting up new buildings. 
Perhaps it was because the land was cheaper there at 
that time than on Yonge Street. However, there has been 
a perceptable movement of business westward. 

MR. MANNING: If the indications of various sorts 
which have come to me in discussion with different people 
arc of valuc, I would suggest they show very strongly 
that the tax feature has been an important one, because, 
Qs we see when we come later on to those figures, there 


is a marked differe nce in the rates of assessment. 
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MR. MANNING: Evcn bcforc you. got there. 

THE CHAIRMAN: Whercas the tcndoney for values around 
Bay Street west has bcen to increase, in the a fiftcen 
yoarse 

MR. MANNING: Now, the asscssment records would 
indicate that thesc assessments are higher and that 
would not be the reason for the inerease. It would 
perhaps be a mattcr of speculation as one docs not know 
why thesc things happen, they just happen. 

THE CH&IAMAN: There has been a preference for that 
district by financial institutions putting up new buildings. 
Perhaps it was because the land was cheaper there at 
that time than on Yonge Street. However, there has been 
a perceptiable movement of business westward. 

MR. wWANNING: If indications of various sorts 
which have come to me in discussion with different people 
are of value, I would suggest they show very strongly that 
the tax feature has been an important one, because, as 
we see when we come later on to those figures, there 


is a marked difference in the rates of assessment. 
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COMMISSIONER ANGUS: Mr. Manning, on page 13 when you 
speak of an adequate return from land ownership, does that 
mean a return on the market price of the day, or on the 
assessment, or on the price paid when it was last sold? 

MR. MANNING: I do not think one can be dogmatic about 
that. What is wanted is something that will induce seople 
to go ahead and develop their land, Speaking in the broad 
pscychology of people I should judge this: that they are not 
likely to be encouraged to embark. on any development enter- 
prise unless they see the probability of getting a return 
somewhere close to the actual amount that it is costing them, 

COMMISSIONER ANGUS: I mean if you were considering a 
new ee coe ae wba not pay a larger sum than that on which he 
expected to get return, and still, the man owning the 
land might hold out for a price tearing some relation to 
what he paid for it. 

MR. MANNING: Capitalization of assets, That is un- 
doubtedly the tendency in a condition such as we have. 

COMMISSIONER ANGUS: And that would mean the adequate 
return from land ownership would really be an adequate re- 
turn on its previous value. 

MR. MANNING: Well, I do not think I would care to be 
taken as literally as that, because what I have in mind is 
this: that somehow or other there must be an re- 
turn not merely in respect to the building investment but in 
respect of some recognized sum of money as representing the 
investment in the land itself. 

COMMISSIONER ANGUS: But I am only trying to get at 
your meaning, as to what sum of money is an adequate return 
from land ownership. “Adequate return’only has a meaning 
in relation to some capital value put on it. 

MR. MANNING: Suppose you were to take the assessed 


value, in many cases the assessed value on land is very much 


in excess of what might be realized from the sale of that 
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land. Suppose a person had an offer, if you were to take 
that assessed value as a basis of making a calculation of 
what is an adequate return, I believe you would fina, ra 1 
the taxes bore such a relationship to possible revenue as 
to enable them to get a decent return on that assessed val- 
ue, you would find a very marked improvement in the building 
activity. Now, I do not know whether you could put it more 
precise than that, because I do not think anybody can be 
precise about what a land value is. It is one of the things, 
if my experience is worth anything, - that it is the 
greatest difficulty to find, 

COMMISSIONER ANGUS: You say that everything depends 
on the possibility or impossibility of earning an adequate 
return and then you say that no one can tell what an ade- 


quate return is, 


MR. MANNING: What would induce people to develop 


their land? All I can say is this: I do not believe myself 
that people would be induced to embark on an enterprise and 

spend money in building operations unless they were able to 

see a fairly substantial return on any value which would 


appear to-day on the Assessment Roll, 

"The reasons for these changes can best be 
appreciated by a brief graphic analysis of the 
apparent influence of a TAWA tax burden upon the 
course of each of the several phases of unreplaced 
demolition, new construction, occupancy for business 
purposes and tax revenues in the two blocks under 


considerations 
In Figure 1 we have set forth in the form of a 


' diagram, the manner in which, notwithstanding and 
in our view probably because of the lower rates of 
assessment of land, the total assessable value of 
Block 'At came in the interval between 1926 and 1936 
from less than half that of Block 'B' toa figure 


nearly 20% higher, It is noteworthy that the total 
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“of assessments of buildings in Block "A" ig sub- 
stantially less than the total amount of VECTES 
permits issued in the period under review as shown 
by Appendix 4.” 

You will recall that as $5,400,000 and the total assess- 
ment of the building is under $4,000,000, In rsading these 
figures we start at the top, the east block, the total peeeeee 
able value $10,478.00 in 1927 declining in 1932 to $9,845,000, 
and in 1937, to $8,794,000. when you take the total of land, 
building and business, The building assessment declined 
from $1,298,000 to $992,000. On the other hand, in the 
westerly block you will find a climb on the aggregatc assess- 
ment from $4,683,000 to $10,311,000 to $10,966,000, and from 
$877,940 to $3,623,000 to $3,993,000 for the buildings. 

"In Figure 2 we show graphically the extent of 
the demolitions of buildings which were in existence 
in 1926, and have now disappeared. The percentages 
relate to the area of land left vacant as compared 
with the total available building area in the re- 
spective blocks. In respect of Block 'B' a second 
line is plotted to show the aggregate of demolitions 
plus the area occupied by two sets of buildings which 
have remained vacant for more than six years, The 
two sets of buildings in question are the old Cawthra 
house and the Canada Life Building, representing a 
very large cubic content, and assessed in the aggre- 
gate for $45,000, and the old Home Bank Building 
assessed for $20,000. 31.19% of Block 'B' has been 
reduced by taxation, either to no use at all, or the 
minor use of parking motor cars," 

That is subject to the observation you made, Mr. Chair- 
man, as to the possible vacating of the Home Bank Bank Build- 
ing. 


THE CHAIRMAN: Block “A you mean? 
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MR. MANNING: No, Block "BY is the easterly Shoe 

"It is also significant that there has been a 
sharp upward turn of demolitions in both blocks in 
1937 when the tax rate reached the new high level of 
90-7 mills, and this notwithstanding the minor re- 
cession of land valuations in Block “Ay anda 
slightly larger recession in Block ee 

If I might for just a moment direct your attention to 
the significance of the graph, by 1932 4.01% of the total of 
the westerly block had been rendered vacant, and continues 
vacant, by 1937, 7.95% of that block, and by 1938 10.82% of 
the total area of that block was vacant of the buildings, 
and denuded property. On the other hand, in the easterly 
Dlock by 1952 8,047; by 1937, 135.96; and by 19358, 19,88% of 
the total superficial area was wholly denuded of buildings, 
The accumulative figure, the upper line, which is plotted 
for Block "B" shows the combined effect of the demolitions 
plus the vacancies, meaning that 19.35% was either denuded 
of buildings or vacant in 1932, 25.27% in 1937, and 31,19% 
in 1938, 

"Figure 3 represents the respective proportions 
of the areas in Blocks ‘At and *Bt, on which old 
buildings have been torn down, or in one case partly 
demolished, and new or substantially remodelled 
structures have taken their place. It is noteworthy 
that in Block 'A', where the assessed valuation per 
square foot is slightly more than one-third of the 
assessed valuation per squar foot in Block 'B', the 
percentage of rebuilt areas is about five times as 
breat as it is in Block 'B'. Not only so but in 
Block 'Bt about one-half of the new construction 
credited is really only the remodelling of the build- 


ing now occupied by the Eestman Kodak Co. on Yonge 


Street." 


The percentages are again rather striking. By 1932, 4.09% 
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of the easterly block had its "Face lifteai to use a slang 


phrase, and by 1937, 5,39%. Whereas in the westerly block, 


21.65% in 1932, and 28,02% by 1937 of the total superficial 


area had been rebuilt. 


"Figure 4 shows the degree to which the Assess- 
ment Commissioner and Assessment Appeal Courts have 
resisted the evidences of the destruction of values 
by taxation in both blocks. There was actually an 
increase in valuations per square foot made in the 
assessments for 1932, although there was already 
manifest a marked tendency toward vacancies and 
the destruction of buildings, as will be seen from 
a glance at Figure 2. The final valuation for 1937 
shows an entirely inadequate recognition of the 
realities. In respect of Block 'A' in spite of the 
incrcasing area thrown out of occupation by demol- 
itions, there has actually been an increase of 
nearly 40% in the valuation per square foot in the 


ben year period," 


Those valuations for Block “A commence at $7.48 per 


square foot in 1927, to $10.54 in 1932, and down to $10.45 


in 1937, Whereas in the easterly block you start at 


$27.81, go up to $28.16, and come down to $26.07 per square 


LOO. 


“Figure 5 treats the same facts from the point 
of view of frontage rates of assessment. The ex- 
planation for the appar-ntly closer approximation 
of rates is that, although on the Plan, Appendix 2, 
Pearl Street would appvear to give relatively a 
ercater length of street frontages to Block °*..? 
than Johnston Lane does to Block 'B} Pearl Street 
has for all practical purposes been omitted from 
the calculation for the reason that assessments of 


abutting lands are almost without exception counted 
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“either on the Adelaide or King Street frontages, 
while in Block 'B' certain of the assessments have 
been made on Johnston Lane, and its length has been 
included in the calculation," 
And there one finds a variation, as regards the easterly 
block, from $2,912.61 to $2,951.55, and receding to $2,729.86; 
whereas in the westerly block you find it $895.80 in 1927, 
it goes up to $1292.00 in 1932 and recedes to $1246.96 in 
2957 « 

"Bearing in mind that the business assessment 
is a very rough means of apportioning out the com- 
bined land and building assessments of occupied par- 
cels of land amongst the occupants and of assessing 
them for a percentage of the resulting proportion, 
generally varying according to the nature of the 
business carried on from 25% to 75% of the resulting 
proportion, and that no business assessment is made 
im respect of any unoccupied premises, there is in 
the variations of business assessments in a given 
area a crude indication of the degree to which 
business is affected by taxation. It is by no means 
a satisfactory indication because in older three- 
and four-storey buildings the distribution of land 
assessment must be effected amongst the existing 
floors and the re ult is a much higher proportion of 
land assessment in the business assessments of tenants 
of old buildings than is the case in modern lofty 
office buildings. In a word the tenant of an office 
in a fifty-year-old four-storey building enjoys a 
higher business assessment ver square foot than his 
more up-to-date neighbour in an air-conditioned up- 
to-the-minute skyscraper who pays more than double 
the rent. Since the average building in Block *Bt 


ig older and of fewer storeys than a number of new 
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"buildings in Block At there is relatively less 

decline in business activity indicated by the graphic 

presention in Figure 6 than has actually taken 

place. For the same reason and because, as already 

observed, the aggregate building assessment in 

Block *4.% are now less than the total of building 

permits in the ten year period under review the 

graph does not show all the increase in business 

activity which has taken place in Block 'A!,* 
And then we find this, that in Block "A", the westerly 
block, the business assessment rises from a little over 
$1,203,000, in 1927 to $3.034,000 in 1932 to $3,350,000 in 
1937; whereas in the easterly block they start at $2,438,000 
decline to $1,525,000, and from that to $1,483,000, in the 
Same ten year period, 

MThe eriect. of these changes on the relavsve 


own without 
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= 
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tax productivity or the two block: 
comment.in Ligure. 7," 

In regard to the westerly block, starting in 1927 at 
$149,101., rising in 1932 to 349,767, and in 1937 to 
$391 , 878; whereas the tax productivity of tne easterly 
block startedet $353,882 in 1927, declined to $333,945 in 
1932, and from that to $314,452, 

"COMMENTS ON FORGOING ANALYSIS 

In our submission the significance of the 
foregoing studies is twofold, 

In the first place they indicate at once that 
there is in a city like Toronto, even in the down- 
town area, no such pressure of social demand for the 
services of land in the most favoured areas, and no 


such scarcity of available land as will support 


values in the face of a burden of taxation so great 


as to prevent owners irom obteining a net return 


at eee pita , 
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“because of the application of faulty theories of 
valuation burdens have been imposed ee so 
heavy as to drive land out of any economic use which 
could justify the values which that land once had 
and probably would have continued to have but for 
the mere burden of taxation. They suggest power- 
fully that the decisive factor is not merely the 
amount of the assessment but the amount of taxes re- 
sulting from assessments and current tax rates, 
They show also that although as between two similar 
areas one may be induced to grow in importance while 
the other stagnates under the heavy burden of mere 
land taxes, yet the very area where growth is exhi- 
bited can itself be depressed by retrograde tendencies 
owing to the pressure of land taxes on profits, 

in the second place, because the areas selected 
for study are those presumably best able to with- 
stand the pressure of high taxes, and because all 
tne, collaveral evidence indicate that other areas 
are quite as sensitive to the depressing effect of 
increased taxes, there is overwhelming reason to 
believe that mere readjustment, on the net revenue 
theory of value, of existing municipal tax burdens 
can in no sense be deemed a solution of the land 
tax problem. Readjustment is no doubt necessary and 
desirable in the interests of equality of treatment 
of landowners, But if r adjustment were effected 
this year it would not produce any revival of con- 
fidence in land ownership and development. All 
that would happen is that those properties which 
still show some firmness of value because they are 
taxed less heavily than others in proportion to 
their net operating revenues would lose value and 


become less desirable, and the very considerable 
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"number of properties which have a negative value 
by reason of taxation and which are a source of 
economic loss to their owners would still be un- 
attractive for development and of no use in the 
economic life of the community, 

There is perhaps a third conclusion Suggested by 
the studies outlined. It is that the tendency 
of excessive tax burdens is so far to discourage 
growth that it kills the tree at its heart, and 
leaves it to spread in its branches, the result 
being a ragged and imperfect development which poss- 
esses no economic or aesthetic value to the commun- 
ity. Not only so but the flight of investment from 
tax liability, as already observed, by widening the 
municipal area requires an uneconomical extension of 
municipal services, These tendencies may be expected 
to exist wherever there ars no physical features 
forcing the economic life of the community into 
narrow geographical areas, 

FURTHER OBSERVATIONS OF FACT 

Before proceeding to our proposals for the 
modification of the land tax system there are two 
further sets of facts to which we would direct 
attention. 

The zeal for public ownership of utilities has 
been responsible for extensive tax exemptions of 
such services as the Hydro Electric Power Commission, 
the Toronto Hydro Electric System, the Toronto 
Transportation Commission, the Toronto Harbour 
Commission, and the Municipal Abattoir. Lt is,c0r 
course evident that a public utility enjoying 
immunity from taxation has an initial advantage 
against privately owned competitors and, other things 


being equal, will be able to reduce its rates by the 


sia. 


val at ino ef 


| f exorova ier 
Se dia er > bre Memeo lewod sot @ 
‘or. zak e¢tiamimes edt to | 
ve DateoaMs scion biti? s éqentzbq at. 

qornobaiet sue sats ee 2% .forilive, eptt 


Ay venue ShER, od “465% OF 85 aoe bid XBT OY 
eg BOS (Seer at) te doro oad elit of edd 
Oe eee ctheorte a | i al Geonge oF Tx edvael — 
, sts | ott Meaqedere sos3% 0g hae begat 8 “en Ny 
Sut. Luin a ol Ga eudex olventiy: 5 te VhOnO Ve om eens 
yy fi "4 A: weve a* sus Tee i tno o@ Ylae to octhh 
; Bret pak a Vd) 4 hew's . io St aoaie Ba vehi tda le at 5 
Leatnoweneyy 18 Rot hygar aot Laq io tow 
; | + AG Se LOnvomes 4% >) gh Osv yas faqiotoum 
Soy .LAag.BeAe on 4 Mivyety sovetadw JekKe ot 
| s] wetons ih attor? 
eoeye Leoldgstaoces WOTT St 
%O alorteWizeao sare 
SiAcogo' gy of met 300 i oroted / | 
y MEG | Os eve see hiret sidd to aot tert toon, 7 ; 
yrrin Diora ae Bost vt oF aGQt td sted. tordaa? 
| lt Belated TB 


at . ‘ Fi é > A 
; bo) ido He qiferenws olitwy vot tae ent . 


iMiegete ket ervisaedxe vot oldianogeps, goed 


owe pitwewkR oth att as senivtoe wigue , 
rowol ads ,gtnvearyt obsesolk amiyH eineoT eft. . 


rath if sence 6ue rots a) SALA UIROU REST” i 

2 Lott oct tsghetesh ote. dre, yrotesbaoD a 

Sci Yotae gel Litoe ohibeasae- 2 taddt tasdive ontuge 
vom Ls totes Ett pad aolrexed Wott so? benno: 
sadso (his scina. digunGepeumns oe 7 


att eoubew og olde og 


7205 


“extent to which it is not required to pay the taxes 
which would be charged against its competitor, To 
that extent the public is deceived as to the cost 
of the services rendered by a publicly owned utility, 
To that extent also the general body of taxpayers 
are burdened with the costs of a subsidy to the 
consumers of the utility. In Toronto the total 
amount of exemptions under this head in 1937 was 
almost $16,000,000, 

At the 1937 tax rate the amount of the tax 
which would have been contributed by private enter- 
prise conducting such services for land and building 
assessments alone, and not including anything for 
business assessment was about $570,000, That is 
roughly the extent of the subsidy by property owners 
and persons taxed for business assessment to the 
consumers of electric power and the users of the 
street car and the beneficiaries of the harbour de- 
velopment. 

The other fact is this: Originally, and indeed 
down to 1921, in Ontario only taxpayers were en- 
titled to a vote for ordinary municipal purposes, 
The incurring of debts was strictly limited and money 
by-laws required the approval of a still narrower 
electorate. One recalls a constant zeal for 
economy on the part of candidates for municipal 
office. That zeal has since 1921 been noticeably 
lessened, Successive Governments widened the scope 
of municipal powers of borrowing without the consent 
of ratepayers, encouraged the Ontario Municipal Board 
to grant to numerous councils the right to disregard 
the rating limitations in the Municipal Act and the 
municipal franchise has been thrown open to all the 
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"fact that in the result non-taxpayers outnumber 
taxpayers by approximately three to one. There are 
no exact figures available but the ratio may be 
guessed at with reasonable certainty. In Toronto 
in 1936 there were sent out 350,500 voters! Abed: 

Information from the office of the City Clerk 
indicates a conjecture that about 250,000 persons 
receive these notices, after allowing for multiple 
voting in different wards. There were over 265,000 
assessment notices sent out in 1936. Some 59,093 
persons lived in houses owned by them. One infers 
from experience that the great majority of people 
who own land in Toronto also own their own homes 
and reside in Toronto. Probably not more than 10% 
of voting property owners and other municipal tax- 
payers live in rented premises. If so the total 
number of taxpayer voters each having one vote for 
the election of mayor and members of the Board of 
Control is 65,000 persons, or about 25% of the 
electorate. It is probable that this figure will 
include all voting individuals paying taxes on 
business assessments. It is then not difficult to 
see why economy is a secondary consideration in 
municipal politics. 

PROPOSALS FOR LAND TAX REFORM 

In our submission, 

1. <A much larger share of the cost of education 
now borne by landowners should be assumed by 
Provincial Authority. In our judgment this should 
be not less than 50% of the total cost on the 
municipal budget, 

ae There should be a drastic reduction in the 
number of administrative boards, and probably con- 


siderable centralisation of instructional units." 
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THE CHALRMAN , What have you in mind there, Mr, 
Manning? 
MR. MANNING: Well, Sir, there are sone Heine 
6600 school boards in Ontario. The problem is not one 
that affects the City of Toronto particularly, but it 
does seem to have a very powerful Significance throughout 
the Province, because, as was commented on earlier, there 
are something like seven school boards to each municipality, 
THE CHAIRMAN: I thought you were thinking of Toronto « 
MR. MANNING: I was not thinking of Toronto, no Sir. 
"3, Boards of Education should be subordinated 
in matters of finance to some sort of centralized 
control and the anomaly of municipal financial 
responsibility without authority over expenditure 
Should be abolished, " 
That, I might say, has been in existence since 1850, and it 
may be a hope beyond the probabilities of realization that 
one says so, but it does seem to us to be very anomalous 
and ieacatte 
"4, The administration of social services, 
hospitalization of the poor, children's aid and un- 
employment relief should be placed under non-political 
boards controlling much wider areas than the mere 
municipal area, The number of those boards should 
be much less than the number of municipalities, 
Rigid inquiry should be made into the necessity for 
assistance, There should be in respect of all these 
services a strict test of means, a prompt cutting 
off of assistance when not imperative and disciplin- 
ary insistence on work as 4 condition of receiving 
aid. 
5, The cost of supporting social services 
should be wholly eliminated from the municipal budget. 


6. We recognize and urge the necessity for 
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"prompt adoption of measur-s for the institution of 
contributory Unemployment and Health Insurance and 
Old Age Pensions, 

7, The exemption of public utilities from local 
taxation should be terminated, 

8. With the removal of the above services from 
the municipal field any sentimental r asons for pre- 
serving an unrestricted municipal franchise dis- 
appear, The temptation to win elections by promises 
of the spending of the taxpayer's money on airports; 
uneconomically cheap housing, harbour improvements 
and other enterprises not peculiarly the concern 
either of local government or property ownership 
will persist as long as non-taxpayers control 
elections, 

It might very well and very properly be made a 
condition of the right to vote in municipal elections 
that the voter shall cither be assessed as owner 
of land which he may lose if taxes are not paid, or 
be assessed for business assessment, or be assessed 
and pay taxes on a franchise assessment similar to 
the business assessment but for a sum of money ade- 
quate to ensure real concern for municipal economy. 

Beyond that persons receiving municipal moneys 
have a very debatable right to vote in municipal 
elections, Such persons are disqualified from 
holding municipal office, Why should they be entitled 
to vote in municipal elections?" 

THE CHAIRMAN: Is there provision in the Statute dis- 
qualifyngg them from municipal office. 

MR. MANNING: From the holding of a seat in Counfil, 
Sir. 


THE CHAIRMAN: You must have a certain property quali- 
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MR. MANNING: But anyone being in receipt of money 
from the municipality for any service, is disqualified from 
holding e& position in the council, 

"OBSERVATIONS ON OTHER PROBLEMS 

We are aware that, coneeding the desirability 
of carrying into effect the foregoing recommendations 
we shall be met with the question as to how the 
shifting of the burden can be accomplished and where 
the money can be found to satisfy the liabilities 
which we propose to have transferred from the muni- 
Cipal field. We are also aware of the enormous 
difficulty of effecting such a transfer which arises 
from the mere jurisdictional conflicts of a Federal 
system. We see clearly the necessity for a harmonious 
approach to a solution by both Federal and Provincial 
Governments and the probable need for constitutional 
adjustments. We see also that our problem is not 
the only great and crying problem requiring solution 
if this country is to avoid an economic breakdown, 
We do not claim to possess the wisdom which would 
enable us to solve all the other economic and ad- 
ministrative problems, which must in great measure 
be solved if our problem is to become capable of 
solution, 

We venture to urge, however, with great respect 
that there arc two problems urgently demanding 4 
national solution and that a solution of those prob- 
lems would render possible the solution of the land 
tax problem. They are the problem of the Canadian 
National Railways and the problem of Unemployment 
Relief, 

It must always be a source of wonder that no 


Government has been pressed by public opinion toa 


courageous effort to solve the National Railway prob- 
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"lem. We submit that it is the most colossal ex- 
ample in our history of the failure of Government to 
manage efficiently a business undertaking, This is 
not intended as a criticism of either political 
party or of any particular administration. It is 
rather a plea for the necessity of recognizing the 
intolerable character of a policy of draft. In the 
fifteen years of Governmental operation of railways 
Canada admits losing nearly one billion of dollars, 
That is nearly $100 for every man, woman and child 
in this country. The total long term debt of the 
Railway is about $3 billions. We admit that we are 
annually paying interest on liabilities for railway 
purposes of about one billion of dollars," 

And what we admit in our submission is not nearly as much 

as the facts really show, 

"A Royal Commission has considered and reported 
upon the problem and there is almost complete in- 
action. Is it possible that we shall have no national 
attempt to arrive at a solution until the inability 
of Government to borrow fresh sums of money to meet 
deficits forces us to a collapse? Or can we not now 
recognize that from its very nature, Government can- 
not continue to operate business at losses of fatal 
dimensions? Must we drift steadily to an abyss in 
which both the reputation of this country for in- 
tegrity will be completely destroyed and its internal 
harmony disrupted by economic disturbances OF 26F 
reaching effect? 

On the other hand if Governmental economies could 
be effected by some ruthless but necessary attack 
on the railway problem then the question of finding 
money for other desireble adjustments in the tax 


structure of Canada would present no such difficulty 
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"as now seems to exist, 

With regard to the relief of unemployment we are 
aware of the necessity for patience in respect of 
the introduction of a system of contributory Un- 
employment and Health Insurance and of contributory 
Old Age Pensions. In our belief the cost to the 
taxpayers of our social services in the Dominion, 
Provincial and municipal fields alike would be 
materially reduced by the introduction of Contri- 
butory Insurance. The mere reduction in the burden 
on the tapayers may itself be expected to produce 
some momentum toward economic recovery and some 
further alleviation of the burden of unemployment 
on national economic life, We regret the tendency 
in some quarters to criticise unemployment insurance 
as undesirable because it may often fail to be a 
perfect solution. We regard such criticism as mis- 
directed. There is no justification in private life 
for omitting to carry accident or sickness insurance 
merely because the indemnities received are less 
than the loss sustained. In our belief the mainten- 
ance of contributory insurance schemes is of profound 
value because of the fitting of the burden in such 4 
way as to produce a widespread sense of collective 
responsibility for and interest in maintaining the 
integrity of our economic life. Only by such a wide- 
spread distribution of responsibility can we hope 
to meintain stable democretic instutions. Qn any 
theory that the State must provide all benefits we 
shall find an increasing tendency toward the 
irresponsibilities of communism with its suppression 
of individual effort and its destruction of personal 
freedom, or the correlative repressions of the 


Fascist systems of the World. We believe that Can- 
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"adian opinion is overwhelmingly individualistic 
and overwhelmingly devoted to the faith that men should 
be permitted not only to produce wealth without fear 
of its confiscation by the State, but aro entitled 
to demand the continued enjoyment of the wealth 
acquired by them. We believe also that it is 
necessary that such ideas be clearly recognized and 
that no government can continue indefinitely to 
ignore then, 

All of which is respectfully submitted," 

THE CHAIRMAN; I suppose these problems of municipal 
taxation, Mr. Manning, have been discussed between your 
organization and the Provincial Government? 

MR. MANNING: To a limited extent, yes, Unfortunately, 
of course, we find ourselves in difficulties there too be- 
cause there seems always to be an impossibility of shifting 
without shifting something else, 

COMMISSIONER MacKAY: Mr. Manning, have you given any 
thought to the English System of taxation of land, in pro- 
portion to its earning power? 

MR. MANNING: I have, Sir, but personally I prefer to 
say that the English System of taxation is not quite 
correctly described as a system of taxation with reference 
to earning power. As I understand it, the English System 
is this: It is a system of taxation of the occupant on 
the basis of the assumed net annual rental value, after 
making allowance for depreciation, obsolescence, and that 
sort of thing. In other words, the basis of taxation is 
not necessarily the income which is derived from the 
property, but the income which theoretically is derivable, 
and that tax is quite often not on the person receiving the 
income but a tax on the person from whom the income is 
derived. So that it is so easy to get the notion that taxes 


should be adjusted on an income basis and that it would help 
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the owner of the land, when, in fact, that is not the 
English System at all. But with that qualification, the 
things that aopeal to me about the English System are 
these: one of them is that persistent and long continued 
over-taxation would be impossible under the English System, 
because values would break downand your areas would be 
abandoned, and one does know from historical facts there 
have been periods of time when values in the local 
communities in England have been very seriously depressed, 
Take, for instance, the difficulties that arose after the 
War in respect to Blackpool, which resulted in the super- 
cession of ordinary municipal government, through the ex- 
travagance of the Council. 

COMMISSIONER MacKAY: Would you think it possible to 
effect a compromise between the English System and our 
system, by levying a tax upon occupiers as well as upon 
owners, - upon the property itself? 

MR. MANNING: Yes, if you were to lighten the load 
before you started, If you were not to lighten the load 
my own belief is that you would not improve the position of 
the land owner at all because, having regard to experience 
in business assessment taxes and the apparent shifting of 
the load there from the tenant to the owner, through the 
reduction of rent, my judgment would be if you imposed that 
tax on occupants it would only reappear in the way of a 
reduced rent to the owner, But if the total load were re- 
duced then it might be an extremely desirable expedient to 
distribute that load over a wider proportion of the popul- 
ation, and thereby to gain a much more lively interest in 
municipal economy. 

COMMISSIONER MacKAY: It is a decided advantage to 
increase the number of taxpayers? 

MR. MANNING: Yes, because the great difficulty now 


is the narrowing of the personnel of the tax-paying body, 
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resulting in an increasing municipal electoral expense, é 
I should say, 

COMMISSIONER ANGUS: The English tax is really com- 
parable to a consumption tax, is it not? 

MR. MANNING: Very largely, Sir, yes, except I would 
say in the matter of incidence it is bassed on to. the 
producer, 

COMMISSIONER ANGUS: The consumption tax may be to, 

MR. MANNING: Yes, that is true. 

THE CHAIRMAN: Mr. St. Laurent, have you any questions? 

MR. ST. LAURENT: Just one, with respect to the 
recommendation on contributory unemployment and health 
insurance. Is that to be taken as an unqualified recommen- 
dation of the schemes that have been put forward up to the 
Presen. Dane. or 1S at a recommendation of a strieliy 
contributory sound unemployment insurance scheme? 

MR. MANNING: I do not think it could be interpreted 
beyong the support of a4 strictly sound insurance basis, 

MR. ST. LAURENT: Your body then has not gone into 
the consideration of any of the schemes that have been put 
forward up to the present time, to determine whether or 
not they would appear to be sound on a actuarialbasis? 

MR. MANNING: No. Sir. 

MR. ST. LAURENT: And this is to be taken only as a 
recommendation of one that would be strictly sound on a 
actuarial basis? 

MR. MANNING: That is so, Sir. 

THE CHAIRMAN: Thank you, Mr. Manning. The brief 


Will be marked Exhibit 285. . 
ExHIBbir NO, 285. Brief of The Property 


Owners Association 
of Toronto, 


THE CHAIRMAN: The next is the brief of the East York 
Business Men's Association, 
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behalf of the East York Business Mens Association I have 
much pleasure in introducing to you the Committee respon- 
sible for the drawing up of this brief: Mr. W. F. Haydock 
is Chairman; Mr. C.R. Purcell; Councillor, John Hollinger, 
and Mr. Perey Bustin, our Secretary. And we have with us 
this afternoon Reeve Warren. 

THE CHAIRMAN: Who will present the brief? 

MR. WHARRAD: Mr. Haydock, 

THE CHALTRMAN: Mr. Haydock, we would be very glad to 


hear you. 
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MR.HAYDOOK::Mr.Chairman: "Woe, the Hast York 
Bus iness Men's Association respectfully submit 
the following bricf, chiefly becausc, as business 
men, we arc vitally affoctcd by conditions as they 
cxist today, in Municipalities such as ours. 

East York is a Municipality bordering on the 
Cty Of #torcato, 

Population 38,000 Total Assessment $14,500,000. 


Business Assessment $ 292,177. 

Business is done mostly through retail stores, 
manufacturing being almost nil. 

The number of homes in the Township is 21,000, 
of these 500 have recently becon taken over by the 
mortgagccs. In addition, the Municipality 
has been forced to take over for tax arroars, 
property valucd at $750 ,000 during the past three 
yoars. 

The Township levy for 1937 (not including principal 
on debentures) was $1,085,000, $146,000 of this 
being for relief. In 1936 the relief cost of the 
Township was $239,000. 

With a population of 38,000, the Municipality 
had on its relief roll 5,200 on December 3lst last 
year, and has had as many as 14,000 on the relief 
roll at one time. 

The relief cost to the Township during the 
past fivo years amounted to $850,000. 

Educational costs in 1937 were $403,300 , not 
including principal on debentures. 

East York's building program amounted to 
$2,600,000 in 1928, but in 1937 its building 


program amounted to only $560,000. 
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In presenting these figuros for your consideration 
we submit that, boforo normal conditions ‘ean return 
to such Municipalitios as East York, it is 
apparont that some form of rolicf from the present 
burdon of taxation, for rcliof and other Social 
Scrviccs, must bo found. 

We submit: - 
First - That tho British North America Act 


should bc amended to roliove Provincial and 
Municipal bodics of Social Servicos. 
IOs Uncmployment 
Old Agc Ponsions 
Mothers' Allowance 
National Hcalth 
Care of tho Unfit 
Housing 
Rclicf 
With these we couple cducation. 

We submit that, all of the above being of a 
National character cannot in any way, be considered 
a local responsibility. 

Por examplo: wc bcliove, that some plan should 
be inaugurated by tho Fedoral Government, whereby 
low wage earners could secure low priced homes. 

In this connection wo wish to point out, that 
under the prosent Dominion Housing Act, Municipal- 
ities such as ours, adjacent to larger Cities, 
whcre credit has bocn impaired duc to over- 
taxation, arc boing discriminatcd against by the 
loan companics. Theso Municipalitics, begause of 
the burden of taxation, through unemployment, otc., 
havo boon forecd to default, through no fault of 
their own. 

Rocent experienec in tho administratinn af same 


of thc Social Sorvices roferrod to has shown that 


the duplication in the administration of these 
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sorvicos has bcon most costly, wastoful and 
confusing to administrators, with dissatisfaction 
to all conecrned. 

We thereforc, submit that all should bo taken 
over by one Federal Department. 

THE CHAIRMAN: MrsHaydock, before passing this, just 
one or two quostions in troference to it. Do you think 
that rcolic? could bo as efficiontly administerod by the 
Doninion or Provineial governments as by tho local 
municipal council? 

MR.HAYDOCK: We are of that opinion. 

THE CHAIRMAN: Have you found any difficulty in 


administering reliof by local pressure on councilmen? 

MR.HAYDOCK: It has bocn very difficult for tho 
councilmen, very difficult. 

THE CHAIRMAN: You havo not had a comfortable tine 
in Hast York, I believe, in respect to rcliof? 

MR.HAYDOCK: No, not by a long way. 

THE CHAIRMAN: What is your tax rato? 

MR.HAYDOCK: The Reove might answer that. 

REEVE JOHN WARREN: There are varying tax rates, 
varying from around sixty to as high as ninety in 
various sewer sections. The Township is divided into 
various school sections and sewcr sections. The average 
rate, Ll would say, would be around seventy to seventy-five. 

THE CHAIRMAN: Seventy to seventy-five mills on the 
aoller 

REEVE WARREN: Yos sir. 

THE CHAIRMAN: That is for school and municipal 
services? 

REEVE WARREN: Oh no, I thought you were asking for 
the total rate. 

THE CHAIRMAN: Yos, tho total rato. 

RESVE WARREN: Yes. 
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THE CHAIRMAN: And what pcrecontage of that would be 
schools? 

REEVE WARREN: About ono-third, I would say. 

THE CHAIRMAN: Thon your tax rato for your municipal 
scrvices would bo about four or five por ecnt? 


RESVE WARREN: I might perhaps point out that cven 


this ycar, in our tentative budgot which we have prepared, 
tho mill rate for tho township for administrative 

purposes will be approxinatcly ninctcon to twonty mills, - 
19.9. The total mill rate for the public schools and 

the one collegiate which wo havo will bo 28 mills, 18 far 
public schools and 10 mills for tho collegiatc. That is 
our present budgot. And then on top of that, if I might 
ada, wo have nine tiilis "for rolier. 

THE CHAIRMAN: That gives you 58 mills thon, or 
a proxinatcly that? 

REEVE WARREN; Yos. And thon thoero arc tho sower 
ratcs, tho scwor areas and tho wator areas. 

THE CHAIRMAN: Is thore a spocial tax for those? 

REEVE WARREN: Yos, against tho special arcas. 

THS CHAIRMAN; You seem to bo taxcd about as much 
as anybody that has come before us so far. 

RELVE WARREN: I thought perhaps, after Mr.Haydock 
got through with his bricf, I might be ablo to give you 
some information with references to our situation. 

THE CHAIRMAN: Yos. Are you under an administrator? 

REEVE WARREN: Yes, wo have beon under supervision 
Since 1933. 

THE CHAIRMAN: And all cxpenditures are subject to 
supervision? 

REEVE WARREN: That is right, yes. 

THE CHAIRMAN: This tax rate has boon approved by 
the supervisors as boing necessary for your purposes? 


REEVE WARREN: Up to the prosent time, yes. 


«Mee 5 


isticingn £007 


TSQOoTd 


Dre 


UP tr ipotlos 
ee Peds So god a6 0 bis + tophad ‘tewecrq wo 
| | totflor tot ellim-ontt eves ow SDR 
ag LOI 6G jovts tact : MARELTAHO SET 
rue 
“at ew ? tad? qiovaclony 
Tacs odd a grod¢ aod ba seo }7RiAs avers a 
13 “oteu off fan, adore niwea oft BOrek 
4 t a Sig roo ge sf on ort al *VAMALABS ‘say : 
ore S¢tpoge oft temiags . aot ACETAL evens 
Hom age, ceed od od Mose or » WA MATARD ‘nT 
set ey crotod onde end toshh ypodyas 
bi H.eM@ sotte ,egruisot TegQuvons I sWERRAW EVOSA 
L , od efde of thgta 1 , tobse etd dttw Aaimait say" 
» Hot ua te ato of conetotot “itiw polimwictzat aoe 
(Teena tf ape ms voOY 2: (ROT : Wane Zahid @aT 
rp [oqiie 1T8lBY food wat aw , aor {SL ovegn *: 


Sonoe ‘toe evi’ 
waste gest dwe dakog og 5 Aco sagiki 
gq ovine oW Getidw fons 
sviietdetaiihe «ct qifieaiot ad? <o% ot: 
ot moovonin a witxetgy 2 Ad. tite 


yisowd 


ehoodise obfiduc art x0 stot LLte Lestet oft 


,aliin & 


food eee bt: t xet abt : WARE AHO sigh 


Hoy Tet Proesgoon, gntod an: etbe 


foo end tes. es ‘OL Same ehodipa. stich 
Bi 


a ie 


o¢ax x2 


ud’ py htavnes 


. 
J U 


iftw overt ow dotdw. agetgelioe one & 


} ebel © oat 
sotuirbaegxo [fa Si 7MAMR TAO sant 
‘¢noteivt 
LCRAAW SVE 


66% . fda af text 


ats gaoettg ott oF qU AT’ 


» > Jone 


tane 


THE CHAIRMAN: Is tho administrator appointed by 
the Ontario Departmont of Municipal Affairs? 

REEVE WARREN: The administrator? 

THE CHAIRMAN: The suporvisor? 

REEVE WARREN: The supervisor, yos, Mr.Gray, at theo 
present time. 

MR.HAYDOCK: "Socondly : We submit tho duplication 


in the systom of licconsing tradcs and businesses, 


and the assossing for busincss tax now in cxistenco, 


is antiquated and unfair. 

The Dominion Governnent issuc certain licenses, 
and the Provincial Governncont issuc liconsos, in 
many cases there is duplication or a continuation 
of the samc, the Municipal bodics follwing with 
a most absurd system of collcocting as much as 
they think the taxpayors can stand, without any 
systom of uniformity or co-oporation. 

As an oxanple,- wo mention the licensing of 
tobacco and cigarettos. Once Municipality collects 
$10 per year, anothor $25, another $250, othors 
collect no license at all. On tobacco there is also 
tho Dominion Governnont tax on growing, manufac- 
turing, sales tax. We submit this type of 
duplication should be eliminated." 

THE CHAIRMAN: I suppose they think the smokcrs can 
stand a protty good tax, is that it, Mr.Haydock? 
MR.HAYDOCK: Well, they do, yos. 
THE CHAIRMAN: It is an important soures of rovenue 
to all governnmcnis. 
MR.HAYDOCK: "Thirdly, - The systom of collecting 
"go-callea" business tax by tho Municipality, 
while assumod a business tax, is realiy 4 


socond property tax, disguised as 4 business tax. 
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This tax is assossced on tho proporty o«ecupicd, 

not on tho business done. Hach municipelity 
asscsscs proporty according to its supposed nocds, 
from about 25% up. Wo believe this tax should be 
on busincss turnover, and that same should be 
eolicetod by the incomc tax dopartmont. 
Exanple : 3S stores, construction, frontage, dopth 

of lot tho same in oach case. 

No.l Sales Turnovor about $2,0, 

No. 2 Sales Turnover $10,000 to $12,000. 

No. 3 Sales Turnover $20,000 to $25,000, 
yot all pay thc same businoss tax." 

THE CHAIRMAN: They wOuld not all pay the sane 
business tax, would they, if tho building was not 
comparable in which the buSinoss was done? If one building 
was much superior to the other would not the business tax 
be higher? 

MR. HAYDOCK: Yes, it would be highor duc to the 
higher gonceral assessneont. 

THE CHAIRMAN: Tho higher building assessment? 

MR.HAYDOCK: Yes. 

"We submit that, if industry and business must be 
taxed and licensed, it should be done ona 
percentage turnover basis, that therc should be a 
uniform system of assessing and collecting, that 
same should be done by the Dominion Government. 
This liconsing and busincss tax must be National 
to be equitablo.# 

I think, Mr.Chairman, that is as far as we havo gone; 
it is rathor bricf. 

THE CHAIRMAN: On this quostion of taxation, what is 
tho basis of your asscssmont? Of course tho tax burdon 
dopends on first asscssmont and sccond thc amount of the 


rato. Tho asscssment may be vory low and tho rate vory high 
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or the assessment may bo vory high and tho rato vory low, 
or both may be high or both low. 

REEVE WARREN: Our asscssmont is about ono-thira OL 
tho actual value. 

THE CHAIRMAN: Is there any property changing hands 
in your district now. 

REEVE WARREN: Ghicfly changing hands in the 
municipality confiscating then, and I think that is the 
correct word. 

THE CHAIRMAN: By tax sales? 

R&iVE WARREN: Yes. Not salcs, but registrations. 

We have not had a tax sale since 1932. 

I would like to say, Mr.Chairman, pcorhaps I can 
just in a few words outline our problem. I would like 
to say this,that as far as proparing a brief for this 
Commission, we contacted the Department of Municipal 
Affairs at Qucen'’s Park and in our discussions with them 
it was pointcd out that they wore preparing a brief which 
would cover all municipalitics. snd also boing a member 
of the Ontario Mayors' Association and the Canadian 
and Amalgamated Municipalitics of Canada, their bricof was 
being presented and we were to present facts to those 
various bodies which would be embodicd in one brief. 
Other than that I can assure you that tho brief we would 
have presontcd to this Commission to show what this tax 
on real estate has done to our municipality in particular 
would bc, I think, almost a horrible cxamplc. 

I have prosented the facts to the Provincial Government, 
also to tho Dominion Fodcral Cabinot through the Mayors' 
Association and thoy were all, I might say, shocked to 
sec what has happened in a municipality such as ours. 

THE CHAIRMAN: Take your municipality, what poercontage 
of land or houses has rovertod to tho municipality because 


of failure to pay taxos? 
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REEVE WARREN: Wo have takon over $750,000 worth 
of asscssiucnts in tho last throe yoars. In 1932 we stopped 
all tax salcs bocauso of the fact that we could soc 
that outsiders, as it were, wore going to come in and 
buy up prope rtics, homes,of pcoople who wore in arrears of 
taxcs. Wo did not want that situation to devolop, so we 
stoppcd all tax sales. Thon tho situation dovclopod 
where the arrears of taxcs on the vacant land got to be 
of such big proportions that something had to be done 
about it, so wo rogistcred vacant property aid we have 
been taking vacant property over since 1935, and we have 
taken over $750 ,000 worth. 

I can assure you, sir, that I could give you some 
storios hore, as I did to the Federal Cabinet, of estates 
that have been hard hit. I know of one in particular 
that has been in the hands of a certain family for over 
one hundred years, the Moffat Estate I am referring to 
particularly, and through this taxation there we have a 
fanily of five, all of thom over sixty, that have had 
to lose their property through this excessive taxation. 

We have beon paying 10 mills for relief, as I told 
you just now, since 1933. In 1933 we decided that we 
would not fund any of our relief costs, we would pay our 
way as far as relief was concerncod. But to do that we 
could not carry out our contractual obligations as far as 
our bonds wore concerned, so wo went into default. We 
have becn in default since 1933, and I can conscientiously 
say unless wo do got first of all the burden of relief 
fitted, in other words 9 mills, also relief from our 
educational costs, it will bo impossiblc to pay any 
principal on our bonds. 

I have alrcady told you what our mill rate will be 


this yoar, and if on top of that mill rate wo had to levy 
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to pay the princiyal on our bonds it would moan noarly 
twonty mills morc, so you ean soc how impossible that would 
be. } 

THE CHAIRMAN: To pay interest on your bonds? 

REDVi WARREN: To pay principal. We aro levying 


at tho prvsont time our full intorest. Wo aro paying three 


per cont and placing the balancc in rcsorve as against tho 
day when rofunding takes placc. But on top of that if 

wo had tus lovy for our principal it would moan approximately 
raising $300,000 , and on an asscssnont of $14,000,000 

20 mills would raise $328,000. So you can see how impossible 
our picture is. 

COMMISSIONER DAFOE: You are paying intorost on 
a defaulted principal? 

REEVE WARREN: We paid the intorcst right up to 
dave, three por cant only « 

THE CHAIRMAN: That is undcr an arrangoment with the 
supcrvisor and the bondholdcrs? 

REEVE: WARREN: Yos, that is right. 

I might just simply say this, as I had tho pleasure 
of tclling the Honorable Mr.Norman Rogers and the Honorable 
Mr.Dunning, that our municipal population is approximatcly 
38,000. .We are an #nglish-spoaking community, there is not 
one per cont forcign. But thoy aro chicfly made up of 
building mcchanics and labourers. Tho ordinary priced home 
in that municipality is $2900. «nd hore we havo 2 situation 
where thore are over M0 housos at tho present timo in 
the charge of mortgagcos. 

The short briof prosentod by tho business mon's 
associaticn has shown you how the building pormits have 
dropped in our municipality. I might say that we wero a 
part of York previous to 1924. Wo woro divided into two 


mnunicipalitics in 1924. 
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THE CHAIRMW.N: Whore is tho dividing lino botwoon 
Hast York and York? 

REDVE WARREN: It is Bayviow Avconuc. . 

THE CHAIRMAN: You arc the proporty east of Bayviow? 

REEVE WARREN: It runs in kind of a diagonal lino. 
It runs from Bayviow, and that is immediatcly cast of 
Moorc Park in the city, and then it takes a line, the 
southorn boundary of Leasidc, and right across to the 
Thorncliffo Racctrack. 

THE CH.IRMAN: Is Bayviow within your municipality? 

REEVE WARREN: Yos, a portion of it. Thendorthern 
portion is in Leasidc. Now, sinec wo scgrogatecd frou York, 
of course imncdiatcly the people wanted improvements. 
The district was building. It was a district that has boon 
pioncered from the beginning. I mysolf havo lived there 
Since 1910, so I know the story of mon coming in thoro and 
building their own houses and so on and so forth. «alnd 
then the time came when improvenents were needed. We 
broke away in 1924 and the council of that yoar and the 
years after startod to put in a sowor systom and so on, 
which the people necded, until they had borrowed 
approximately five million dollars. Thon the depression 
came and building permits started to go down, tax 
colicetions were dropping and so on, until wo have this 
picture that has bccn prosented in this bricf today. 
In 1924 our total valuc of buildings wero $1,564,000. 
Then it varied until it reached its peak in 1928 when wo 
had $2,502,632. Then it started to go down until in 
1937 our permits were $315,703. 

THE CHAIRMiN: Is noarly all tho land in East York 
residontial? 

R@EVE WARREN: Yos. 

THE CHAIRWIN: +s thoro much farming property in 
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REEVE WARREN: No, vcry few farms. It is chicfly 
rcsidontial. There are only two manufacturing plants, 
that is the Ford plant on the castorly limit of one 
township, and tho Don Valley brickyards, and two or threo 
other smaller brickyards. Ohhor than that it is sinply 
a residcntial district. I might say tho Moffat cstate I 
referred to was farm land. 

THE CHAIRMAN: Of course no farm would stand tho taxes 
that you aro imposing? 

REEVES W.LRREN: No. 

THE CHAIRMAN: Unless it was assessed vcry/ow? 

REEVS WARREN: But we had nothing clse to do but to 
put the tax on undor the prosont syston. 

Wo have another situation in tho contre of the town- 
ship that has becn owned by a family for, I would say, 
nearly 100 ycars, known as tho MacKay property. All that 
property, about, JI would say, perhaps 15 acres, has all 
come back to the township through this execssive taxation. 

Our point, of course, in presenting this to tho 
Fodcral Cabinet was that this cxecssive taxation on 
real estate was throttling the building industry of this 
municipality. As 1 pointed out to Mr.Dunning, and hoe 
agreed with us, that so long as these taxcs aro such a 
burden, that no matter what acts are brought in by the 
Federal governnuont, tho Dominion Housing Act and various 
other ones, unless this taxation was lifted it would be 
impossible to revive the building industry. 

Bofore I sit down I would liko to commont on a 
question youasked Mr.Haydock, and I know you are greatly 
intorcstod in it. That is tho qucstion of whethor tho 
government can administer roliof bcttcr than the local 
Municipality. Wo had an oxporionec of that in 1925. In 


1925 the provincial govornment took over the administoring 
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of roliof in East York . I am not going to commont on 

it very much oxcopt to say this thay. in Octobor of 

that yoar thoy simply handed it back to us, and we 
found that tho cost hac greatly gono up in tho meantime. 


Tho cxporionee as wo found it in Hast York in other 


words, was that tho cost of administration did junp 
troncndously. 

THs CHAIRMAN: Whon it was turned ovor to tho 
governnont? 

REEVE WARREN: That is right. 

THe CHAIRMAN: Then would it jump morc, do you 
think, if it was turned over to the Dominion? 

REEVE WARREN: I don't know about that. I think, 
although it might secm a strange thing to say, that the 
nunicipalitics could administor it, that is tho local 
mnunicipalitics could administer it bottcer than the 
provineial authoritics, boeausc we know tho local 
Situation. We know the local people perhaps better, 
we know cvcrything conecrned with it, and I think it 
could be administered choapor by the local municipalitios. 
But it is the cost of it-Wo bolievc of course that 
the Dofiinion Government should pay for the cost. 

COMMISSIONER DAFOE: In that casc, if they are 
paying for the cost, would it not bo inevitable that 
they should administer it? 

REZVE WARREN: Yes, absolutely, but I don't think 
there is ono municipality in Canada but what would be 
satisfied perhaps to pay tho cost, if it came down to 
that, of administering it, if wo did not have to pay 
the gross costs. 

COMMISSIONER DiFOE: Yos, but that would be a vory 
doubtful cxperiment, I think, ono body putting up tho 
money anc the other body sponding it. 


REEVE WARREN :Yos. 
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THE CHAIRMAN: Thank you vory much. We will give 
careful consideration to tho bricof. It will be narked 
exhibit 286. 

MR-HAYDOCK: Thank you vcry much, Mr.Chairman. 


EXHIBIT NO. 286 -—- Bricf of the Bast York Businoss 
amar Mon's sgsociation. 


THE CHAIRMAN: The next brief is that of the 
County of York and its constituent municipalitics, 
presented by Mr. J.D. Lucas, Mr. W.W. Gardhouse and 
Mr. Robert Ainsworth. 
MR.J.D. LUCAS; Mr.Chairman and gentlemen: 
I have had the ploasure of today listening to briofs 
that have preccded this and I may say that to a large 
extent they have dealt with tho very points that we wish 
to present to the Commissions We in part wishing to dcal 
with some of those points, porhaps you would bear with 
me while I give to you some of the facts as they rolate 
to tho County of York. We have in our bricf summarized 
the submissions which wo wish to make and at page 5 
may I read as follows 
The facts proscntcd show: 
(a) That of the twonty-six local municipalities 
comprising the County twelve are suburban 
to. the clty of Toronto: 
(b) That tho population of tho County in 1937 
(244,027) was almost four times that of 1913 
(63,929) and almost twenty-five por cent 
greater than in 1930 (195,945); 

(c) That almost all this growth took place in the 

suburban municipalitios; 

(ad) That the taxable assossment of all the local 
municipalitics in the County, as doterminid 
by the local assossors in 1957, was almost 
two and throc-quartors timcs that of 1913 and 


8.4% grcator than in 1930; 
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(co) That almost all of this increase oecurrod in 
tho suburban municipalitics; 

(f) That tho assossod valuo of the land, cxclusivo 
of Butane s, as dotcrmined by the local 
assossors was not much grcoator in 1937 than 
in 1921 and was lower than in ocither 1933 
or 1930. This was truo for both suburban 
and non-suburban municipalitios and in tho 
lattcr ease the valuo in 1937 was lowcr than 


in 1921; 


0a 


That the asscssed valuc of buildings as 
determinod by tho local asscssors for the 
yoar 1937 was almost threc times that for 
192k 

(h) That practically all of this inercaso took 
placc in the suburban municipalitios; 

(1) That taxation on local municipalitios in the 
County in 1937 was more than thirtcon times 
that of 1913; 

(j) That, basod on the total taxable assessment, 
as determined by the local assessors, tho rate 
which would be required to raiso the amount 

of taxation for County and local municipal 
purposes rose from 13.04 mills in 1913 to 
69.29 mills in 1930 and 65.54 mills in 1957." 

THE CHAIRMAN: On that point, Mr.Lucas, you are 
speaking of the county ratc plus tho township rato? 

MR.LUCAS: Yes. 

THE CHAIRMAN: Does not that rate vary? The Township 
rates in the differont towmships are not all the same, are 
they? 

MR.LUCAS: Woll, tho information containod in paragraph 


"J" is sot out at groator longth at page 10. 
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THE CHAIRMAN: Wo will come to it then. 
MR.PUCAS: Tho facts as summarizod in turn are 
dotailcd a little later on. 


THE CHAIRMAN: Yos, thank you. 
MR.LUCAS: "™ k" That in tho period 1932-35 ten 


nunicipalitics in tho suburban area wore unable 
to raise sufficiont revenue to mect curront 
expenditurcs and defaulted on their debt." 

Those are the nunicipalitiocs which went undcr the 
Provinec of Ontario, became superviscod under the 
Departnont of Municipal affairs Act. 

THE CHAIRMAN: Those were principally the suburban 
municipalitics, were thoy not? 

MR.LUCLS; Yos, all suburban municipalitics save two 
went undor that «Act. 

THE CHAIRMAN: 4nd one or two towships wont undor it, 
did they not? 

MR.LUCAS: ‘Thoroe would bo four townships. Thoy are 
included, however, as municipalities in the suburban 
area, those townships. 

(1) "That tho ratc on tho total taxablo 
asscssment, as detcrmined by the local 
assessors requircd to raise the amount to 
Mmcct the cxpenditurcs on social services, 
nancly: Uncomployment Reliof, Board of Health, 
Hospital Care of Indigents, Children's sid, 
Mothcrs' Allowanees, Old Age Ponsions and 
County Industrial Home rose frau 3.16 mills 
in 1930 to 9.7 mills in 1936, and duo to 
the taking over of Old ago Ponsions and 
Mothers! .illowancos, (that is by the Province), 
is ostimated at 7.7 mills in 1937;" 

(m) That of tho social sorvicos, the mill rate 


required for Unemployment Roliof on tho samo 
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basis incroasod from .65 in 1930 to 5.24 in 1936; 
(n) That Provincial grants towards sccondary 
cducation in tho County wore proportionately less 


tn? 1957) than ain 2931." 


Then the points which tho County of York wish to 
make upon theso facts aro: 

1. "That the local municipalitics in the County 
with tho avenucs of tax revenuc now provided 
ror phair use find Lt most difficult and are 
sometincs unable to raise sufficiont revonue 
to mect existing demands for socrviccs, 
including complote dcbt scrvice; 

2. That the cost of unemployment rolief should bo 
assumncad by the Provines and the Dominion as a 


means of mecting this situation and also 


because it is fclt that unomploymont rolicf is 
not rightly a responsibility of local 
municipalitics." 

I might hero statc that I was intorcsted in the 
observations made by Mr.Warren and the Commissioners in 
the last bricf that was proscnted, when Mr.Warren statod 
that he felt that administration of rolief could be 
bettcr done by local municipalitics than by tho province 
or by the Dominion. From my own expericnee as solicitor 
for the County of York I would agres with his statemont. 
That is the situation at the present timo with regard to 
the administration in the County of York of mothers’ 
allowances and old ago pensions. Thore is a joint 
administration of those sorviccs; the provinces paying 
for the cost but the cost of administration and the 
actual administration is dono by the county and the local 
municipalitics. 

THE CHAIRMAN: Who dcterminos those entitled to Old age 
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MR.LUCGiAS: i local board, the mombers of which are 
appointod, partly by the County, and partly by tho 
Provinec. But those men are men who aro very ofton 
outstanding citizens of tho County and the various 
communitics, who know thc cormunity anc know the pcople 
and very often tho applicants, more often than not, and 
aro ablco to pass thoir opinion on the necossity. 

THe CHAIRMAN: Docs the same provision apply to 
Mothers’ «lLlowanecs? 

MR.LUCAS: Yos sir. 

COMMISSIONER DAFOE: Tho sanc board? 

MR.LUCAS : actually in tho Ssunty of York another 
board, because, 1 suppose, of the sizo of our County. 

But I undcrstand in othor countios a joint board. There 
could be a joint board. .ind then the board cngages its 
own staff, which vory often can bo some other momber of 
the County staff. 

4. That the Provinee should assume a grcator share 
of the cost of maintaining indigent paticnts 
in hospitals, as a furthor relicf tu municipal- 
itios. 

4. That as tho Province controls the age at which 
children must attcnd school, md through its 
system of grants, the size of classos, typo of 
Gquipment, ete., it should contribute a greater 
share toward the cost of sccondary cducation, 
at loast up to fifty por cont. This would spread 
the cost and help to reliove acadamic and 
vocational schools the burden now placod upan 
real property which, it is submittoc, docs not 
benefit from the exponditure on oducation in any 
grcator degroc than docs othor foms of woalth." 

THE CHAIRMAN: Thso aro your goncral submissions? 


MR.LUC.S: Yes. 
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THE CHAIRMAN: Now, is thorc anything in tho 
factual part which differs from tho gonoral situation 
as picturod to us in the othor briofs, Mr.Lucas? 
MR.LUC.S; Thoro is very littlo. I might draw 
your attontion to a fow facts. Tho total population 
of our County is 244,000. The total assossmont of our 
county at the prosont time $132,000,000. 
Thon, carrying on to page 10, particularly un- 
colleeted taxes, at tho bottom of tho pago: 
"Tho burion of taxation in recent yoars coupled 
with dcpressca cconomic conditions has brought 
about increasing amounts of uncollocted taxes 
in many of the local municipalitios. Increased 
tax collections sines 1933 have brought about 
some reduction in tax arrears sinco that year. 
However, a considerable numbor of ownors havo 
beon unablo to meet the tax domands with the 
result that their proportics havo reverted to 
the municipality in which they aro situate, 
eithor through tax salo or through rogistration.™ 
L should there state that if it is not already known 
to tho Comaission, undor the Department of Municipal 
Lffairs 4et whore a Municipality goos under supervision: 
that municipality has bcen given an unusucl power of 
being able to register a certificate in the rogistry 
offieo when taxcs aro only one ycarin arrears and 
thereupon, on registration, thet land vests in the 
municipality, subjoct to being civested within one yoar 
on redomption. 
"Tho three tables following show the facts for 
(a) Uncoliected taxes exclusive of lands 
roverted to the municipality. 
(b) Lands revertcd to the municipality duo to 


unpaid texcs. 
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(c) total uncollcetoe@ taxes and taxcs on lands 
rovortca to the municipality." 

THR CHAIRMAN: Is thoro any roal difficulty in tho 
purely rural nunicipalitics? 

MR.LUCAS: I would say that thoro is a good deal of 
difficulty there, but it is rathor hard for mo to quite 
oxplain the details, as to why it is difficult. 

THE CHAIRMAN: Bocause there are very solid farming 
cormiunitics in the townS8hips forming York County, vory 
substantial farmers in most of the arcas. Is tho tax 
burden on thesco farmers cxcecssiveo? 

MR.LUGAS: Wo havc in tho County of York an unusual 
condition, whire some of the townships bordcring on the 
city of Toronto arc partly urban and partly suburban. 

Of thosc eould be said Btobicokc, Searboro particularly, 
and possibly North York. And in tho information givon in 
this bricf, the infomation has bocn broken down so that 
the facts rclzte to suburban townships, suburban towns and 
villages, rural townships and other towns and villagos. 

THE CHAIRMAN: Yos. Now, look for a minute at same 
of the rural townships. Take Vaughan or King or Whitchurah, 
purely rural. 

MR.LUCLS: Tho schomo of this bricf, may I stato, 
was first of all to givo our sumaary of facts. 

THE CHAIRMAN: It was a very good idoa. 

MR.LUC.S; «and then following that wo havo broken those 

Qown to give dotailed information relating to oach item 
of the summary of fact, and thon following that again wo 
havc rebroken it down, so that tho Actail of facts can be 
furthcr dctailod to e-ch township. 

THe CHAIRMAN: We can look that over and soe whit it 
shows. 

MR.LUC..S: But onc can seco at page 11 upon tho 


ropresentations of uncollectod taxos oxelusivo of lends reverted 
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to the municipality, and thon (/.) on page 11, tho typo 

of municipality, suburban townships, that is the real 

farmcr, in 1930 thore wore uncollocted taxcs of $3,171,000. 
in 1933 $5,800,000, in 1935 it had still rison to $6,110,000. 
in 1936 it had dropped to $4,682,000. 

COMMISSIONER .NGUS: Dcos that moan that taxes wore 
being paid up or that land was being forfeitcod? 

MR.LUC.:S: I would say that the arroars of taxcs had been 
paid up to some extont, largoly paid uw. 7 

THE CHAIRMAN; You sec, the arrcars in the rural town- 
ships aro not vory great. 

MR.LUCAS: Not as comparcc to the suburban townships. 

THE CHAIRMAN: No. 

MR-eLUCG..S: Tho suburban municipalities surrounding tho 
eity of Toronto have a very unusual problom in that, 
for instance, speaking of Hast York, there is very little 
business assessment in the wholo of the Township. The whole 
of the township is comprised of working men of vory modest 
occupation, mon who drive for big firms anc such type of 
people. There is no wealthy district in the whole of the 
township and no businoss asscssment. 

THR CHAIRMAN: Do you not got a few of the Bayvicow 
peopac in it? . 

MR.LUOAS: Most of them are in North York. Tho woll-to-do 
people who live on Bayvicw Avenue are in tho Township of 
North York. I don't know of any in #ast York. Then, there 
is no roal wealthy district in thc township and no businoss 
assessment. Those people in turn, hoovor, work for 
largo businoss houses in the city anc thore is 4big arca 
Gowntown which is subject to big busincoss taxes, who aro 
supplying the ordinary needs, tho ordinary day-to-day wants 
of theso poople, and yet nono of tho business tax gocs to 
tho municipality. And thcso suburban townships havo 


accordingly presentca this form of gricvance in varivus 
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ways to tho Provineial govornnent, asking somo reliof 
from tho City of Toronto. 

THE CHAIRMAN: Tho Oity of Toronto thinks it nocdcs 
rolicf from the suburban pcoplo. 

MR.LUCG.AS: I might make this obsorvation: I noted 
this moming in listening to tho bricf of the City of 
Toronto, some 6omplaint was mado concerning the cost to 
the city of Toronto of highways running out of the city 
of Toronto. You will note, howevor, that that situation 
was founded on an agrcoment that was originally madc, 
and it is only fair to point out that all those roads 
which have beun adced to the systom wore added. by a 
comaission, the Toronto and York Roads Commission. The 
appointment, 1 shoulé say, of that commission is equally 
represontative of Toronto as it is of the County as a 
wholo because it is composed of five mon, tw of whon 
arc appointed by the County of York, two are eppointed 
by the City of Toronto and the fifth appointed by the 
four, or if they do not agrec, appointed by the Licutonant- 
Governor. So that oach of the municipalities had an 
equal voice in the say of which and ho many of those 
roads should bo added to the systom, which originally 
was founded on an agreement mace betweon tho municipalities. 

Now then, also at page 11, (b) --- 

THE CHAIRMAN: Mr.Lueas, it is now 4:30. How long would 
you like to havo to finish? 

MR.LUCAS: I can finish in five minutes or less. 

I would like to finish. 

THE CHAIRMAN: Yos, thank you. 

MR.LUCAS: We can see that in part B, thora have been 
revertcd to the municipalities in tho County of York, 
due to unpaid taxes, approximately, sinee 1950, over 
threc and a half millions of dollars of taxes out of a 


total assessmont of $132,000,000. and that tho total un- 
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ecollcetcd taxes, including taxos on lands reverted to 
the municipality, amounts at tho ond of 1937 to 
approximately $10,000,000 or approxinatcly agin 
one-thirtcenth of the whole assessment. 

t should again point out that the burden of taxes 
in the County of York has resulted in twelve of those 
suburban municipalities having absolutcly to throw up 


their hands and say: "Woe cannot pay our moral 


obligations, and defaulted so thcy would not have to 
do so, and be supervised by the dcpartment. 
THE CHAIRMAN: Take a purely rural municipality, 
there the farmer is asscssed for the county ratc, the 
township ratc, the school ratc ~ is there another ratc? 
MR. LUCAS: I would not think so. Ho has a local 
township rate and a local school rato and 4a county rate. 
THE CHAIRMAN: What is the total amount of the tax 
say in Townships like Vaughan or King or Whitchurch? 
MR.LUCAS: I think Mr.Gardhouse, the county 
treasuror,would be in a battcr position to tell you that. 
MR.GARDHOUSE: Jt think that rangcs somewherc botwcoon 
thirty anc thirty-five mills, depending on the township. 
Sone of tho townships have a higher assessment and others 
a lowcr essessment, 1 mean the pro ,ortion of assessment 
bo velduco. 1 think it will renes between thirty and thirty- 
five. 
THE CHAIRMAN: «ind roughly speaking what is the basis 
of asscssizcnt, what porcontagse of the value? 
MR.G.ARDHOUSE: That again, sir, varics, but I think the 
averags assessment in tho rural municipality would bo 
about 40% of the actual valuo. It would vary. 
MR.LUG.S: I think with that, gontlemon, I can leave 
with you the printed brief for tho considcration of the 


Comiission as contained thoroin, it having boon protty 
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woll covoroe, I ean sco, by many who have gone before me. 
Thank you. 

THE CHAIRMAN: Thank you, Mr.Lucas. We will givo it 
caroful considcration. Have you any questions, Mr.St. 
Lauront? 

MR.ST.L.URENT: On page 10 there is a statomcnt of 
toe mill rates, I take it to bo, preval ling in the 
varicus typcs of municipality, and for the rural 
townenips © fina that it is 10% in 19135, 20.02 in 
eet 2a.05 in 1950, and 25.60 in 1937. That woudd de 
tho average mill rate for tho municipalitiscs listed here 


as rur.l townships? 
MR.LUC.S: Yos, I would think so. 


MR. ST.LAURENT: «anc that would cover the whole tax, 
thc county and school --- 

MR.Gi:.RDHOUSHE: Zxccopting where therc might bo somo 
local improvomcnt in tho municipality. This would be 
the gcnoral ratc, sir. 

MR. ST.LAURENT: This would be the goneral tax ratc? 

MR.G.ARDHOUS?: Yos sir. 

MR.ST.L.URENT: 4nd tho total mills for the municipal- 
itics, dividec by the numbcr of municipalitics, it might 
not be actually right in any one of the municipalities, 
but it would be tho average for tho munictpalitics listed 
as rural, for instance, on page 16, under paragraph "Cc". 

MR.G’RDHOUSE: Yos sir, that is correct. 

Micolsiz.URENTs That 1s a1), sir; thank you. 

THE CHAIRMAN: Thank you.The bricf will be marked oxhibit 
287 . 

ZAHIBIT NO. 287 - Bricf of tho County of York, and 


its Constitucnt Municipalitics. 


--- Tho Commission adjourned at 4:35 P.M. to mect at 
10:30 AeM. Friday, April 29th, 1958, 
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